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Leadership and Neutrality in the Far East 
By E. Stuart Kirby 


The 
is widely regarded as one of the 
keys to safety in the Far East at 
present. This has all kinds of 
strategic implications, in the longer 
term prospect; and General Mac- 
Arthur’s blunt refierence to them 
has recently startled the coteries. 
Nevertheless, it must be admitted 
that a true neutralisation — one that 
will prevent the instigation of fight- 
- ing by either faction, on either coast 
of the Taiwan Straits — is an im- 
mediate necessity. Further 


cidents in that area would mean 


grave risks of fresh international 
involvements, very likely leading to 
world war. 

~ Both sides have now an oppor- 
tunity — which may not recur — of 
making manifest their peaceful in- 
tentions. The world will judge by 
their reactions. The Chinese Com- 
munists have a golden opportunity 
to make plain that they place first 
and foremost the reconstruction and 
progress of their own country, that 
they will not consent to involve the 
war-weary people of China in ex- 
ternal adventures, or make them the 
immediate instigators 
world war. It is open to them to 
declare their full sympathy for the 
‘Liberation’ of Indochina or For- 
mosa or any other place; in the case 


of Formosa, they may also assert 


that it is an inalienable part of 
China. But they would earn great 
respect, all over the world, if they 
made clear that they did not regard 
these questions as worth an interna- 


tional war, in which the sufferers — 


would be the common people, whom 
they pretend exclusively to repre- 
sent. If they are truly confident of the 
people’s cause, they could indeed 
proclaim that these Liberations witl 
be effected by internal action in the 


“neutralisation” of Formosa 


of a new 


economic 


countries concerned, without need 
of outside assistance. Unfortunate- 
ly, they do not do so, and their tone 
is bellicose. To the merest sugges- 
tion of the possibility of compro- 
mise, they respond almost as un- 
graciously as they do to diplomatic 
recognition. 

World opinion also judges the 
Communists unfavourably, to the 
extent that they are unable to admit 
that there are more than two sets of 
interests involved. In the case of 
Formosa, for example, British in- 
terest in the matter is to them an 
intrusion. The notion that peace is 
indivisible is to them § strategical 
trickery; the idea that prosperity 
also is indivisible, that for prospe- 
rity one part of the world must rely 
on other parts, however distant, is 
to them a screen for exploitation. 
To say that the Japanese are, owing 
to historical, geographical and eco- 
nomic circumstances, also vitally 
interested in the Formosan question, 
and should in some part be consult- 
ed, would rouse their demagogic 
protests. 

The truth is that any real ana 
sound solution in the Far East must 
be multilateral and comprehensive. 
One-sided or localised solutions in- 
vite further disasters. Especially 
necessary is that the general solu- 
tion should include some scheme for 
the economic coordination and de- 
velopment of the area; wthout this, 
all merely political solutions are 
futile. It is in their comparative 
lack of a long-term prospectus of 
development that the 
Communists are weak, in contrast 
to the wide vision and strenuous 
efforts of the Americans in Inter- 
national Development Planning, and 
in contrast to the living example of 
world-wide cooperation presented 


by the British Commonwealth. I. 
this matter, Communist policy must 
either follow the cruder forms of 
Nationalism, exclusionism and xeno- 
phobia, or take the line that all 
efforts must. be shaped to build up 
Russia, on the dogma that true pro- 
gress is impossible until the latte 
has conquered the world. 


American policy is vitiated, it 
seems, by some lingering fear of loss 
of face: abrupt abandonment of the 
Chinese Nationalist Government 
would apparently represent a con- 
fession that the whole  postwaz 
policy of the United States has been 
mistaken and unsuccessful. Ths 
scooner and the more widely it is 
realised that the K.M.T. now enjoys 
very little respect or influence, the 
better. Rather, perhaps it is not a 
question of face, but that there are 
to. be elections_in the United States 
in November, and admission of mis- 
takes would give many votes to th 
Republicans. 


American policy gains strength, 
however. in the measure that it in- 
creasingly sees that many other 
states and governments are vitallv 
interested; in particular, as it enlists 
the cooperation and friendship of 
the other Asian nations. The Philip- 
pines, Indonesia, and others are now 
of “front line” significance, and it is 
reassuring that the strength and 
genuineness of the tlew  govern- 
ments’ belief in international eco- 
nomic cooperation and in personal 
freedom, against the splitters who 
would divide the world into a con- 
flict of two Great Powers, and divide 
each country in a struggle between 
two classes, it becoming increasingly 
clear. It is more and more obviov; 
in this connection, however, that i* 
is especially sought to give a great 
part, and leadership of a new and 
enlightened type. to India. The In- - 
dian Government has been a sincere 
supporter of the recognition of 
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Communist China and will not coun- 


tenance any hostile manoeuvres 
against’ it, or any “imperialist” 
courses elsewhere. On the other 


hand, it is well aware of the need 
for an integral and many-sided 
handling of the problem of the Far 
East, which will take due and just 
account of all the interests involved. 
India is also an outstanding cham- 
pion of the principles and practice 
of Economic Development. Inde-- 
pendent India has done much to 
secure to herself true political inde- 
pendence, and a certain leadershin 
in Asia. on both the moral and the 
practical plane. The present close- 
ness of Indian-Chinese contacts is 
welcome to the whole world. The 
exchange of envoys has just been 
completed; is is understood that. 
Pandit Nehru was invited to visit 
Peking, but that unfortunately he 
eould not accept at this time. 
British policy also shows signs ot 
sincerity, with extreme patience, 
in contrast to the ridiculous asser- 
tions made in Peking propaganda 
about “anti-Chinese” actions 


Hongkong, and a paramount interest 
in the maximisation of trade and 


communications. The Hongkong 
garrison was reinforced, but with no 
significant disturbance of either the 
tranquility or the convenience of 
the community. The tides of dan- 
ger have fortunately passed wide of 
the Colony so far; but a revival or: 
shift of pressures in its direction is 
always a possibility. British policy 
must therefore concur in the “neu- 
- tralisation” of Formosa for the time 
being. One must indeed be blinded 
by fanaticism to see in the Britisn 
attitude any trace of intervention- 
ism, or to deny that it shows re- 
markable optimism about the even- 
tual settling down of China and the 
revival of its trade and economy. 


It is interesting to observe how 
far the calculations about China 
hinge on the question of the prob- 
able development of ‘‘Titoism” in 
that country. British opinion, in 
particular, seems to consider such a 
development likely. It is seen thet 


China’s interests can, do, and will. 


diverge from those of Russian. It ts 
held that China is too vast, com- 
plicated, egocentric, for external 
control: and so forth. This expec- 
tation would seem to be specially 
prominent in British opinion. It 
needs to be very critically regarded. 
Some reasons for scepticism have 
been noted in the pages of the FAR 
EASTERN ECONOMIC REVIEW: 
e.g. the practical policy of Commu- 


nist China favours development 
mainly in the North, in closer in- 
tegration with Russia, even Shang-- 
hai being given a decreasing part in 
the economic life of the country. It 
requires also to be remembered thai 
the Chinese Communist Party has 
long been one of the most loyal to 
Moscow; it was actually the first in 
which the battle Stalin versus Trot- 
sky was fought out (in 1927-8, even 
before the climax of this issue in the 
Soviet Union itself). Of no danger 
have the Communists been so well 
aware, forewarned and prepared, as 
of this one. On the point of sub- 
servience to Russia, as on that af 
peace-making or peace-breaking in-- 
tentions, the general public may asx 
a practical demonstration on the 
part of the Chinese Government, on 
the economic plane as well as the 
political one. The test in question 
would be whether South China or 


North China is to receive the lion’s 


share of development, industrialisa- 
tion, or investment. At present the 
North is getting the attention, to the 
decay and neglect of the South. All 
emphasis is on Manchuria, the far 
North and North-west, the areas 
around Russia being developed in 
close association with the: Soviet 
Union. 

The Shanghai area contains some 
80% of the industrial capacity of 
China. As a reason for regarding 
with indifference — or even some 
approval, under the maxim that 
“the industries shall go to the raw 
materials” instead of the opposite 
“Colonial” arrangement — the rela- 
tive decline of Shanghai, the faci 
that it was largely built up by for- 
eigners and compradores is hardly a 
convincing justification. Some cre- 
dence is attached to another inter- 
pretation: that this is a policy of 
dependence on Russia, imposed by 
the Soviet calculation that Shanghai 
and the South are strategically 
vulnerable, in the event of that war 
which they are expecting and pre- 
paring. When we see a complete 
and non-localised effort to develop 
the whole of China, or even a ten- 
dency to take from the more ad- 
vanced North to help the backward 
South, an independent plan made in 
China’s interest regardless of Russian 
concerns or preferences, then we 
shall be convinced that this Govern- 
ment is really that of the Chinese 
people, and not a Russian subsidiary. 


* * * 


One of the key difficulties for the 
Communists everywhere is that they 
must preserve a great appearance, 


‘Two of the main 


is a close’ friend of 


and preferably some reality, of wid2 
“mass” support and large popular 
following, while at the time main- 
taining a highy centralised control, 
with the sort of discipline which 
will respond at once to directions 
and changes of policy from the 
supreme centre (Moscow). 


A significant crisis arose in the 
Communist Party of Japan last year. 
A number of leaders were attacked 
and demoted by Moscow for “colla- 
boration” with the Occupation Au- 
thorities, and failure to develop a 
mass movement of direct resistance 
to the Americans. The same tac- 
tics were to be followed as in Ger- 
many, with the aim of making the 
country untenable for the Occupants. 
The party set to work to develop a 
“National United Front” in associa- 
tion with non-Communists. It was 
unsuccessful. Early in June 1950, 
it lost many votes in the elections. 
Shortly afterwards, the Allied Com- 
mander took measures of suppres- 
sion; the party leaders were ordered 
to be removed from ‘their posts. 
After the outbreak of war in Korea, 
the party’s newspapers were banned. 
leaders, Nosaka 
and Tokuda, disappeared. Nosaka 
was at Yenan during the war, and 
the Chinese 
leadership; he is reported now tc 
be in Peking. The new leader in 
Japan is Shiino; he immediatelv 
made a confession that the Japanese 
party was ineffective, because it had 
had “too much strategy and too little 
tactics”, and because it was badly 
split into factions and groups. In 
other words, it is too undisciplined 
and too little adaptable, from the 
Moscow point of view. Further 
splits are still occurring; the “inter- _ 
nationalist” Shiga was recently ex- 
pelled. 


Events must be compelling Mos- 
cow, or the Far Eastern Cominform 
which was set up about a year ago 
to face the prospect that Communist 
Parties elsewhere in Asia may hav2 
to go underground or operate (like 
the Japanese one) in semi-illegality. 
This intensifies the need to build up 
broad “national” covering groups 
or “united fronts” in the countries 
concerned, and at the same time to 
tighten discipline in the leaderships 


and strengthen secret links with 
Russia. 


In this connection, the Chinese 
Communist Party is coming to the 
fore in a new way. It has a great 
claim to be expert in the adaptation 
of Marxism to Asian conditons, and 
also. expert and highly experienced 
in the conduct of “underground” 
work. Might it claim the leader- 
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ship, on the Communist side, in 
Asia? Might Russia accord it this 
position, or would the claim be re- 
garded as a new sort of ‘“‘Titoism’’? 
A leading article early in July in the 
Chinese Communist Party JEN MIN 
JIH PAO is of special interest. 1: 
dealt with Japan. The Japanese 
Communist Party was admonished 
to apply the tactics of the New De- 
mocracy: to form an inclusive Na- 
tional Front, including the “‘people’s 
capitalists” of Japan, but at the same 
time to consolidate its own internal 
discipline. It was to study the mas- 
terwork of Mao Tse-tung from 1935 
onwards, when the Chinese Commu- 
nist Party had preserved it leader- 
ship “underground”. There was 
singularly little of the conventional 
ascription of all the credit to Stalin, 
to whom all victories are due. It is 
also believed that Mao’s tactics of 
1935 were disapproved by Stalin at 
that time; but he may approve of 
their present application. However, 
the article was broadly friendly to 
Russia. China and the Soviet Union 
are commonly referred to as the two 
Great Powers on the New Democra- 
tic side; here they were described 
as the chief artificers of the defeat 
of Japanese fascism, and as now the 
upholders of the Potsdam agree- 
ment, broken by the U.S. The Ja- 
panese Communist Party, in a de-: 
claration by its Central Committee, 
hailed this pronouncement as a wise 
comradely advice, which they wouid 
follow closely. 


Those who prophesy the develop- 
ment of a Chinese “Titoism’’ may 
envisage conflict or rivalry with 
Russia over the question of leader- 
ship in the East. The political turn 
suggested above would however 


seem to discourage hopes of increas- 


accept 


ed trade and improved international 
exchange in the Far East. If the 
Chinese Communist Party forges 
ahead on the line of teaching other 
national parties to prepare for ille- 
gality and increased internal strife, 
that does not look very encouraging 
for trade and other relations in the 
area. If it bows to the primacy of 
Moscow in the political sphere, it 
its present relation, 
which is that of economic adherence 
to the Soviet layout, with a conse- 
quent distortion of China’s internal 
economic structure, and a ban on 
dealings with the Western sphere of 
influence. | 

The ordinary people of Asia wani 
a cessation of strife, a true neutra- 
lity internationally, and economic 
revival and development. Wouicd 
the leaders of China sacrifice all 
these things for the sake of dogma, 
or to enhance their own status witir 
their present political allies? So 
far, they are tending to do so, and 
there is a measure of popular reac- 
tion against them, or against politt- 
cal manoeuverings in_ general. 
There is still time for them to ston, 
to open their doors and windows to 
the East, South and West as well 


as the North; to proclaim their dc- 


sire to trade, work and discuss with 
the whole world — which is the 
standpoint the peoples of Southern 
Asia are adopting. This, not the 
propaganda and practice of eni- 
bitterment, is their way to real 
“mass support’; for the “people” 
everywhere, the winning slogans 
are just what they were in the 
original Russian Revolution, — 
namely, “Peace and Bread’’. 


COPYRIGHT 1950 by Far Eastern 
Economic Review, Hongkong. 


TURN OF 


With the brilliant amphibious 
operations undertaken in Korea 
by the United Nations forces 
against strongly fortified 
Wolmi Island which governed the 
approach to Inchon, and the entry 
of the United Nations forces into 
the latter the tide may de- 
finitely be said to have turned 
against the aggressors. General 
MacArthur, who is remaining in 
Korea to continue the direction of 
further operations, has announced 
that his main objective is to cut 
vital communications’ between 
Seoul and the main communist 
forces and then to crush their 


THE TIDE 


army in a pincer movement be- 
tween the expeditionary force 
which captured Inchon and the 
US Eighth Army with its rein- 
forcements from the British Com- 
monwealth and other nations. 
The North Koreans have taken 
a terrible punishment in the fight- 
ing up to*now, and one marvels 


how it is possible for human beings. 


to stand up to the strain of modern 
warfare. The ‘intensive bombing 
their industrial plants have sus- 
tained has, according to their own 
report, practically destroyed them 
all, and it will undoubtedly be 
many years before they can be 


restored to the same efficiency in 
production that they had reached. 

The equipment their forces have 
been using was-in the main sup- 
plied by Soviet Russia, and the 
rulers of that country have a 
heavy responsibility to bear in 


this connection. However, the pre- _ 


sent war of aggression may have 
done good if it succeeds in show- 
ing the People’s Government of 
China that war is an uncertain 
weapon that can turn against the 
country that attempts to wield it 
without first considering the 
strength of world opinion. The 
United Nations, by declaring it- 
self so unequivocally against ag- 
gression under whatever guise it 
may appear, has done great ser- 
vice to the cause of world peace. 
The United States by so 
promptly despatching forces to the 
troubled arena, even though un- 
prepared for this particular emer- 
gency, has done a similar service 
by emphasising that it was not 
content merely with doing lip- 
service to the ideals of the United 
Nations but was prepared to back 
them up by force where necessary. 
Communist groups that are con- 
templating warlike action in other 
parts of Asia, would do well to 
ponder these lessons before em- 
barking upon an adventure that 
may well ruin them in the under- 
taking. 

To many people it has been 
something of an enigma how the 
North Korean armies could con- 
tinue to obtain supplies, in spite 
of the terrific bombing sustained 
day after day, especially in the 
course of last week. The mystery 
was solved by the discovery that 
munitions for the front lines were 
carried on the backs of coolies, 
men, women arid children, who 
could leave the road when obliged 
and travel across the mountains in 
single file. Once the connection 
had been made by these poor 
beasts of burden between the 
munitions depot and the firing line 
all was comparatively easy; when 
it was too perilous to risk going 
by day they could pass by night. 
They did not have to hurry, but 
the stream had to be a steady one. 
The scheme may have had the 
benefit of originality from the 
point of view of the West, but it 
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RENTS, RURAL DESPOTS, AND GRAIN 
LEVIES IN CHINA 


By C. D. Chang 


The agrarian reform programme, ac- 
cording to its exponents, requires cer- 
tain “objective conditions to guarantee 
its success—a militarily stable region, 
a demand for such reform from the 
bulk of the veasantry, and the exis- 
tence of sufficient numbers of trained 
pérsonnel to ensure correct leadership. 
In the nine provinces—Kiangsu, Che- 
kiang, Anhwei, Fukien, Kiangsi, Hupel, 
Hunan, Kwangtung and Shensi—where 
the programme is scheduled to go into 
effect in the fall of this year, hectic ef- 
forts are being made to prepare the 
way for this historic and revolutionary 
task. Militarily, the Communist au- 
thorities have conducted a vigorous 
campaign of bandit suppression by 
which the remnants of dissident forces 
are being wiped out. Isolated bands 
of guerillas still exist in various parts 
of the country. but they no longer con- 
stitute a real threat to the new regime. 
In these provinces at least conditions 
can be described as more or _ less 
stable. As regards personnel, thou- 
sands of Party workers, students and 
young people are being trained in the 
fundamental principles, regulations, 
and techniques of the reform. But the 


This is the third and last of a series 
of three articles on Agrarian Reform 
in Communist China. 


is scarcely one to be copied. It 
merely serves to emphasise the 
seemingly insuperable difficulties 
that had to be overcome by the N. 
Koreans in their hopeless en- 
deavour to pit themselves against 
something far stronger than they 
could understand. 

With the reoccupation of Inchon 
the U.N. forces are getting near to 
the 38th parallel, and it remains to 
be seen whether they will push 
on into North Korea or concentrate 
first upon clearing the aggressors 
out of the southern republic. From 
the public 
various American statesmen, it is 
clear that they do not intend to 
treat the country as a “conquer- 
ed” one, but that the United Na- 
tions will handle the _ situation. 
That it will be handled wisely, to 
the benefit of both North and South 
Korea, bearing in mind that unity 
is a driving force in a settlement 
of this kind, may be presumed, and 
one would like to think that 
Soviet Russia will not exercise the 
veto upon any move to unite the 
two parts of this shattered coun- 
try. 


announcements of. 


most important vart of the preparation 
is to draw hitherto scattered and es- 
sentially individualistic peasants to- 
gether and instil into them a modicum 
of political conciousness and the value 
of collective action. To achieve this 
end, the authorities have, as a prelimi- 
nary measure, instituted a programme 
of rent reduction and the liquidation of 
the so-called rural despots. It is with 
this programme that the present article 
is mainly concerned. 


* * 


Rent reduction is of course not a 
new thing with the Communists. It 
will be remembered that during the 
war against Japanese aggression the 
Communists, in exchange for a united 
front with the Kuomintang, abandoned 
their programme of land confiscation 
in favor of a system of rent reduction. 
They simply took over the Kuomintang 
law limiting rent on land to 37.5 per- 
cent and implemented it with methods 
of their own devising. In fact, except 
in the few counties surrounding their 
stronghold in north Shensi, no sys- 
tematic attempt at rent reduction was 
ever carried out. Much has been writ- 
ten about their achievement in this 
regard, but it is believed that a large 
part of it was propaganda and had lit- 
tle factual basis. All they did was to 
seek out, wherever their guerilla units 
and political workers happened to be, 
a few poor peasants—in many cases a 
mere handful of never-do-well vil- 
lagers and other dregs of the rural 
population, for in those days ordinary 
farmers were suspicious of Communist 
intentions and only . those who had 
nothing to lose responded to the Com- 
munist call—to hold a meeting at 
which tales of woe were told. This 
was usually followed by acts of 
violence and plunder committed against 
some luckless landlords. There was no 
programme of rent reduction as such. 
Nor did the Communists have the re- 
quisite personnel and machinery to 
carry out a ovrogramme of this nature. 
Their methods often varied in accor- 
dance with local conditions. The forms 
also changed from stage to stage and 
from place to place. But the under- 
lying purpose was always the same— 
to enlist mass support by showing that 
they were the real friends of the com- 
mon and down-trodden people. 

Rent reduction is now being  con- 
ducted in a much more thorough-going 
and systematic manner, but it is still 
far from being standardized both in 
respect to form and method. The Cen- 


_ tral People’s Government merely lays 


down the principle that rent on land 
should be reduced in the areas where 
agrarian reform has ‘not yet been car- 
ried out, and the method and procedure 
are left to the discretion of the au- 
thorities of the large administrative 
areas or of the provincial governments. 
The Mil*tary and Political Commission 
of the C “tral-South Area ~romul- 
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gated a set of regulations applicable to: 
the provinces (including Honan, Hupei, 
Kiangsi, Kwangtung and Kwangsi) 
under its jurisdiction. According to 
these, all rentals are subject to a re- 
duction amounting to 25 percent, irres- 
pective cf the fact whether the original 
rents were high or low. If after re- 
duction the rent paid still exceeds 37.5 
percent of the crop yield, then a fur- 
ther reduction is made. In no case, 
however, should the rental be increas- 


ed. When we remember that the aver- 


age rental paid by tenants in various 
parts of China was considerably lower 
than the 37.5 percent ceiling rent set 
by both Nationalists and Communists 
(according to the two farm manage- 
ment surveys made by the University 
of Nanking in nine _ provinces, the 
average proportion of all receipts paid 
as rent was 24.5 percent in one case 
and 29.1 percent in the other), the re- 
duction is quite substantial. 

Nowadays no landlord would object 
to any scheme of reduction. Since the 
land itself will soon be taken away 
from him, it does not really matter 
much whether the rent is reduced or 
even abolished altogether... What does 
worry him in that he is not only ob- 
liged to take less from his tenants in 
the current season, but is often res- 
ponsible for the overcharges (that is, 
the amount over and above the present 
reduction) in seasons past. There is 
no apparent fixed regulations about 
the number of years to whichthe re- 
funding process can be pushed back. 
Ordinarily, it seems sufficient to pay 
back to the tenants the overcharges 
made during the past year. But in 
many cases the landlord is responsible 
for settling accounts which hark back 
to a number of years. This was es- 
pecially true in Hunan. The motive 
behind it was undoubtedly to get as 
much grain or money out of the 
iandlords as possible. The amount 
demanded of them was usually far 
beyond their ability to pay. Many of 
them, as a consequence, fled the country 
and took refuge in such places as Hong- 
kong and Macau. Others simvly disap- 
peared somewhere into the great murky 
anonymity of the big cities within 
China. The whole campaign, however, 
proved fruitless. At present it is aban- 
doned in many provinces or else its 
enforcement is no longer as rigorous as 
before. 


The Communists make a distinction 
between ordinary landlords and the 
“rural despots,” by which is meant 
those landlords who have committed 
such “heinous” crimes aS Oppression, 
extortion, and the like against the 
rural population. Every village is 
supposed to have a rural despot. When 
there is none, a scapegoat must be 
found. As a rule, the rural despots are 
people who had held civil or military 
office under the Kuomintang regime, 


or those who had been’ especially in- 


fluential and active in village affairs, 
or those who had fought against the 
Communists and constitute a potential! 
source of opposition to Communism. 
Now the rural desnots are to be singled 


ch, 
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out for severe punishment because, ac- 
cording to the Communists, the agrari- 
an reform propramme cannot be carri- 
ed out successfully without first of all 
breaking uv the resistance which might 
come from quarters still influential. 


There had been much violence in 
connection with the liquidation of the 
rural despots in the days when the 
Communists were not yet in power. 
Communist workers in the field were in 
the habit of encouraging the peasants to 
mete out primitive justice and get their 
revenge. Since there were no courts, the 
peasants, at the instigation of the Com- 
munists, took the job in hand them- 
selves. The rural despots were dispos- 
ed of by clubs and knives and stones. 
At present such violence is frowned 
upon. After a public trial — variously 
known as an Accusation Meeting or a 
Speaking Bitterness Meeting or what 


not — at which he is branded before a 


mob of people as a felonious class 
enemy, the offender is handed over to 
a People’s Court for punishment. This 
is a great improvement over the earlier 
procedure. Nevertheless, there are 
still cases in which mob violence play 
an important role. 


‘The general pattern of Accusation 
Meetings is, with slight local variations, 
about the same everywhere. The 
following account of one of these meet- 
ings held at Shanghuaishu, a village 
near Peking, is typical. The meeting 
took place on November 9, 1949 when 
the agrarian reform programme was 
about to begin in that area. Two land- 
lords with “‘the worst records of crimes 
against the people” were the defen- 
dants, and everyone had the right to 
lodge complaints against them. More 
than 100 people turned out at the 
meeting square which was decorated 
with red flags and colorful posters. At 
one corner of the plaform sat a group 
_ of grim-faced landlords who had been 
“invited” to attend the meeting be- 
cause of “its educational value to 
them.” When a squad of militiamen 
marched the two defendants to the 
platform, the audience shouted: “Down 
with all despotic oppressors! Down 
with feudalism!” The chairman of the 
Peasant Association opened the meet- 
ing by saying: “The time has come to 
Spit out all your bitterness, fellow- 
villagers! Speak out all your grievance, 
and hold nothing back. We have 
nothing to fear. The government, the 
army and the militia all belong to us 
labouring people now.” Ever-Victorious 
Kuan, one of the defendants, was the 
principal target of attack. He was ac- 
cused of many crimes. It said that 
many years ago he was one of the 25 
men hired by a Manchu prince to guard 
his vast ancestral graveyard at Shaung- 
haishu. Later the prince went bank- 
rupt. Kuan and the other 24 hirelings 
divided up the graveland among them- 
selves, each appropriating about five 
mow: It was alleged that during the 
war he collaboratel with the Japanese, 
and with their backing, he seized the 
dJands of his former co-workers. He 
was later made a headman of the vil- 


lage by the Japanese, and by virtue of 


his position, he extracted from the 
people an endless series of taxes, levies, 
gifts and bribes. He also padded his 
income by selling recruits to the pup- 
pet army. Incidents after incidents, 
crimes upon crimes, were told by the 
villagers. The defendants stood facing 
their accusers with heads bending low. 
Later, on the basis of evidence pro- 
duced at the meeting, the People’s 
Court sentenced Kuan to a four-year 
term of imprisonment. The other de- 
fendant was released on- bail after pro- 
mising to reform and live by the sweat 
of his own brow (Peope’s China, July 
16th issue, 1950). 


It is to be noted that in the present 
case the punishment meted out by the 
court was exceedingly mild. In former 
days Ever-Victorious Kuan would have 
certainly been stoned to death by the 
mob. Such vublic trials are now being 
staged not so much for bloody revenge as 
for their “educational” value. By means 
of such public spectacles the Com- 
munists hope to achieve a twofold pur- 
pose. On the one hand they seek to 
awaken the political consciousness of 
the masses and on the other to brow- 
beat the landlords into submission. 
Unnecessary waste of life should be 


avoided as far as possible. It is suffi- 


cient to show to the ruling class that it 


is the people who are now the rulers 


and that henceforth 
behave. 


they had better 


The lenient treatment given to the 
two defendants is, of couse, also a re- 
fiection of the self-confidence of the 
new regime. Since they do not think 
they are facing any dangerous opposi- 
tion, they can afford to be a little to- 
lerant. They are trying to consolidate 
their gains, and it is a bad policy to 
leave the impression that their regime 
is built on the foundation of violence. 
Like the Soviet Union, the Chinese 
Communist regime is basically founded 
on the principle of instilling fear. But 
for the time being at least, it is bad to 
make too conspicuous a display of 
force. Anyone should be won over to 
work for the new _ society if it could 
possibly be done. Confidence is ur- 
gently needed. Ard it is confidence 
that the Communists are now working 
hard to win. On all fronts—cultural, 
industrial, commercial, as well as agri- 
cultural—they have made great ef- 
fort to be on the side of law and order 
and tolerance. People who were for- 
merly fearful of Communism are be- 
ginning to say that it is not so fearsome 
after all. Those who had sought safety 
in flight are now returning to their 
homes. This may, of course, be only a 
temporary phase of Communist policy. 
But to most people even a temporary 
period of comparative leniency is wel- 
come. Life on the whole is harder and 


villages. 


more rigorous than before. But as long 
as@hey can manage to exist they are 
satisfied. The present policy of the 
Communists has, therefore, been emin- 
ently successful in allaying the fears 
of the people. 


The Communist regime -rests on the 
peasantry, who supply the two essen- 
tials of food and manpower. With the 
food the peasants raise, the People’s 
Government feeds the army, the Party 
cadres, and the hundreds of thousands 
of government workers, old and new. 
Ultimately all things, whether military 
or political, go back to the peasants. 


Before the war the government ob- 
tained one-third oof its revenue 
from land taxes. The rates of taxation 
were fixed hundreds of years ago dur- 
ing the Ming Dynasty. With expand- 
ing government activities the original 
revenue from land taxes became in- 
adequate and various kinds of sur- 
charges were added. The taxes were 
paid in cash and the burden, even with 
a multitide of surcharges, was com- 
paratively slight. When the monetary 
system began to sag under the weight 
of the inflation during the war years 
the Nationalist Government, on “he 
advice of an American economist, 


shifted the land taxes to a tax in kind. — 


For this new tax the Central Govern- 
ment calculated its requirements in 
terms of so many piculs of grain; it 
allocated a quota.to be raised by each 
province; and the provincial authorities 
broke this quota down by counties 
which in turn subdivided its share by 
These grains were collected 
at the village level and finally found 
their way. through successive stages, | 
to the central authorities. 


This was an extremely cumbersome 
System of taxation. Since the grains 
had to pass through so many hands it 
was inevitable that there should be a 
great deal of waste and leakage and 
corruption. The burden on the farmers 
was overwhelming. Naturally’ there 
was much dissatisfaction and complaint. 
Among the most vociferous and un- 
sparing critics of the system. were the 
Communists. When they came to power 
it was hoped that they would alleviate 
the situation by abolishing the grain 
levies and substituting in their place a 
cash tax. But the change did not 
come. The new regime faced very dif- 
ficult economic problems. It started 
off with a devastated country on its 
hands—ruined cities, wrecked high- 
ways, a people torn and broken by long 
years of foreign and domestic wars. It 
had slender financial resources to rely 
upon. For this and other reasons the 
grain levies were continued. 


The grain levies under the People’s 
Government are heavier than they were 
in the Kuomintang days. For one 
thing, there are more soldiers and func- 
tionaries to feed. For another, large 
cities such as Peking. Tientsin, Shang- 


hai, Nanking and Canton had depend- 


ed upon imported food for support, and 


a's ate 
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this had been stopped when the Com- 
munists came. The Kuomintang, more- 
over could get foreign loans with which 
to tie over a crisis or to bolster its 
crumbling financial structure. The 
Communists, on the other hand, have 
to get all of their requirements from 
the people. All these add uv to a 
staggering load which falls chiefly on 
the farming population. 


Partly owing to inexperience and 
partly to the lack of a uniform system, 
the taxes levied by the Communist re- 
gime in 1949 were especially burden- 
some. The rate of taxation was fixed 
by the Central People’s government at 
17 percent of the farm receipts, not so 
high it seems at first sight. This was, 
however, only a fraction of the total 
amount exacted from the people. Each 
level of government added its own re- 
quirements to this basic rate, thereby 
sending the total amount to an unpre- 
cedented height. Moreover, the farmers 
were also responsible for the fuel, 
. fodder etc., needed by the armies. The 
taxes were collected on a _ progrssive 
scale in accordance with class status 
A large part of the tax burden was 
therefore borne by the landlords and 
rich peasants. This is fair enough if 
the landlords could collect rents from 
their tenants. As a matter of fact, 
however, most tenants had ceased to pay 
rents. What actually happened is seen 
‘in a document issued by the Political 
Council of the Central People’s 
Government on February 28 of this 
year. “In the newly - liberated 
areas,’ declares the Political Council, 
“rent has already been reduced in some 
places, and there are also places where 
this has not yet been done. The tenants 
in these frequently refuse to pay rent 
and the landlords do not dare to press 
their claims. Serious problems have 
~ arisen as a result of these circumstances. 
For example, many landlords have to 
pay as much as 80 percent of their re- 
ceipts to the government: There were 
others who had to give all they had to 
the government. In some extreme cases 
the amount demanded of them far ex- 
ceeded their total incomes from the land. 
This is a great mistake which should be 
rectified and remedied in time if chaos 
is to be avoided and if the whole pro- 
gramme of rent reduction is not to de- 
generate into something entirely 
meaningless...”’ 


This is a frank admission of error on 
the part of the top leaders of the regime, 
who are probably not so much concern- 
ed about the landlords, who will soon 
be eliminated anyway, as about the re- 
venue end of the problem. There is 
no way to make anyone give what he 
does not have. The landlords as a class 
were already in dire straits when the 
Communists came. Now, with no rents 
to be collected, they are of course in- 
capable of meeting their obligations. 


If the government is to get its require-. 


ments from the people, it is impossible 
to get them from. the landlords and rich 
peasants alone. The tenants must also 
contribute their share. The _ general 
principles laid down by the Central 
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People’s Government in February for 
the grain levies of this summer repre- 
sent a step in this direction The basic 
tax, as in last year, is fixed at 17 per- 
cent of the total receipts of the farming 
population. Surtaxes to be added by 
the local authorities should not exceed 
15 percent of the basic tax. Landlords 
should be taxed in proportion to the 
size of their holdings, but as a rule the 
amount to be collected should not ex- 
ceed 60 percent of their total imcomes. 
In cases where the landlords have al- 
ready reduced rents in accordance with 
government regulations, then taxes on 
the leased land should be equally shared 
by landlords and tenants. If a tenant 
refuses to pay any rent due to a land- 
lord, then he should bear the tax burden 
and the landlord is freed from the ob- 
ligation. 


These are only the guiding principles 
on the basis of which provincial govern- 
ments are to work out the details. We 
have no way to know how these prin- 
ciples actually operate in practice, but 
from an administrative point of view, 


- the odds are against their smooth work- 


ing. When translated into action, these 
general principles involve problems of 
great complexity. Without statistics of 


any kind and without trained and ex- 


perienced personnel, it is difficult to 
imagine how the problems can be 
solved in any satisfactory manner. The 
inequities and sufferings brought about 
by grain levies during the past year 
were directly attributed to this fact. 
And there is no reason to believe that 
much improvement can be made in the 
current year. 


The Central People’s Government has 
promulgated on September 5 a new set 
of regulations—Provisional Regulations 


on Agricultural Taxation in the Newly- 


liberated Areas—which will come into 
force in the autumn. The new regula- 
tions intend to do away with many of 
the undesirable features of previous 
regulations. They are much simpler to 
administer, though a number of pro- 


blems still remain. 


Under the new regulations, grain 
levies in the newly-liberated areas have 
become a sort of income tax. The 
farmers are taxed at a progressive rate, 
i.e. larger incomes are merely taxed a 
larger amount, but a higher rate of 
taxation than small ones. The arbitrary 
distinction between landlords, rich 
peasants, middle peasants, and poor 
peasants is done away with. The pro- 
portion of the income from the land 
which is taxable takes account of the 
number of people in a given farming 
family. The total income from the land 


is divided by the number of persons in 


the family. If the annual per capita 
income is over and above 150 catties of 
grain, then it is taxable proportionally 
on a carefully graded scale as follows: 


taxed. 


Percent- | Percent- 

Annual per age of Annual per. age of 
capita income Tax capita income Tax 
1. 151- 190 catis. 3 21. 1231-1310 catis. 23 
2:. 4 22. 1311-1390 ,, 24 
4. 271- 310 ,, 6 24. 1491-1590 _,, 26 
§. 31i- 360 ,, 7 25. 1591-1690 _,, 27 
6. . dl- 390 ,, 8 26. 1691-1790 _,, 28 
7. 391- 430 _,, 9 27. 1791-1890 _,, 29 
8. 431- 470 ,, 10 28. 1891-1990 _,, 30 
sez, 11 29. 1991-2110 ,, 31 
10. 511- 550 _,, 12 30. 2111-2230 _,, 32 
11. 551- 610 13 2231-2350 _,, 33 
12. 611- 670 ,, 14 32. 2351-2470 ,, 34 
13. 671- 730 _,, 15 33. 2471-2590 ,, 35 
14. 731- 790 ,, 16 34. 2591-2710 ,, 36. 
15. 791- 850 ,, 17 35. 2711-2850 _,, 37 
16. 851- 910 ,, 18 36. 2851-2990 _,, 38 
17. 911- 990 ,, 19 37. 2991-3130 ,, 39 
18. 991-1070 ,, 20 38. 3131-3270 ,, 40 
19. 1071-1150 ,, 21 39. 3271-3410 ,, 
20. 1151-1230 _,, 22 40. er 3411 ,, 42 


Local governments are aia to 
levy surtaxes to meet their needs, but 
such surtaxes are not permitted to ex- 
ceed 15 percent of the basic tax. It is 
also provided that at least 90 percent 
of the rural population should be so 
If the percentage of taxable 
individuals falls below 90 percent, the 
provincial governments are authorized 
to readjust the tax schedule in such 
a way as to include the largest per- 
centage of people within the taxable 
category. According to official estimates, 
the basic tax together with surtaxes re- 
present about 15 percent of the farmer’s 
total income. On the face of it the tax 
is not high. But what matters is not 
how it is estimated, but how it is actual- 
ly collected. The official estimates of 


‘the grain levies of last year were not 


high—about 20 percent of the farmer’s 
total income. The burden on the tax 
payer, however, was heavier than. 
that. Here, again it is a question of 
reliable statistics. As long as Official . 
statistics are no better than guesses, the 
tax itself cannot hope to be equitable. 
And inevitably the people get the worse 


of a bad bargain. 


* 


As the Communists progressed from 


local to national power, their policies 


have become increasingly more: 
moderate. The cadres are being warn-: 
ed against violence, against dogmatism,, 
and against “excessive leftism.” In 
rent reduction, in the punishment of 
“rural despots”, in taxation, and in land 
reform itself the process of change is 


- clearly discernible. 


It is obvious that such arrangements 
are makeshifts and will last until the 
Communists can guide the changes they 
went into channels that conform to their 
ideas of what human society is and how 
it works. They proceed by carefully 
worked-out stages. At the present 
stage agrarian reform’ is the principal 
Party line. In order to carry out 
agrarian reform every possible effort is 
being made to win the main body of 
peasants and to clear the path of possi- 
ble obstructions. Rent reduction and 
the punishment of “rural despots” are 
measures to this end. But so long as 
China is an agricultural country, and 
so long as there are no other promising 
sources of revenue, the peasants will 
continue to bear the major burden of 
the government. 


1950. 
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ECONOMIC EXPLOITATION OF FORMOSA 


By Joshua H. K. Liao 


Opportunities for Graft 


_ Lack of public spirit on the part of 
so many KMT executives was the basic 
cause of the speedy and spectacular 
collapse of the Kuomintang Army and 
economy in postwar China. To make 
easy money, most of the take-over 
Officials, who had impatiently suffered 
poverty and misery in the interior 
during the war, now resorted to the 
practice of mercilessly “ killing chick- 
ens for eggs” instead of patiently 
“feeding sheep for wool.” They boas- 
ted of the quantities of the taken- 
Over raw materials and finished pro- 
ducts, trucks and boats, factories and 
machinery. Yet, instead of utilizing 
them for public interests and produc- 
tive purposes they either grabbed or 
wasted them. No earnest effort was 
accomplished for reconstruction and 
rehabilitation. And, by forcing the 
people to convert their gold bars and 
foreign currencies into the “Gold 
Yuan” half a year before they abscon- 
ded from Nanking, the Nationalists 
stripped many earnest citizens naked. 


_ Besides, by their eivil control and 
economic restriction were created 
numerous new chances to grab. The 
susceptibility to such 
always been due to the system _. of 
public service notorious for its under- 
payment, no present stability, and no 
future security. Since old dogs can 
neither learn new tricks nor change 
fixed habits, what was true in China 
has been even more true in Formosa. 


In the Island all the large industries 
which had been Japanese owned were 
taken over by provincial and/or cen- 
tral government agencies and, wher- 
ever private capital was invited, hen- 
chmen and kinsmen of KMT officials 
had the first crack. But most of the 
damaged machinery were’ torn and 
shipped away as “scrap iron.” Thus, 
in no time there appeared all varieties 
of bureaucratic capital. 


The taken over industries were as 
folow:— 


(1) Those operated by the National 
Resources Commission included: (a) 
Petroleum refining. (b) Aluminium. 
(c) Copper mining. 


(2) Those operated jointly by NRC 
and the Taiwan Provinvincial Govern- 
ment included: (a) Sugar. (b) Elec- 
tric power. (c) Chemical fertilizer. 
(d) Ship and machine building. (e) 


Alkalies. (f) Cement. (g) Paper and 
pulp. 
(3) Those operated by the Taiwan 


Provincial*s Government included: 
Large coal mines. 
(c) Oils and fats. 
Brick and tile. 


(a) 
(b) Iron and stee!. 
(d) Textiles. (e) 
(f{) Electrical Manu- 
factures. (g) Chemical products 
(rubber, essences). (h) Printing, (i) 
Building construction. (j) Supply of 
industrial equipment and materials. 


temptation has 


Nepotism and Despotism 


The immediate exemplification of 
egolsm in public administration is 
nepotism and factional bureaucracy. 
In Formosa the takeover officials and 
occupation forces have behaved exactly 
like swarms of locusts ‘combing all 
greens. To maintain the prestige of 
a privileged class, they would form 
juntas everywhere to _ discriminate 
first against native personnel and next 
against any outer group memberxs. 
Almost every KMT official has had a 
gang of hangerson. The day after the 
takingover was completed, he wouid 
announce his reconstruction scheme, 
creating jobs, not according to the 
works involved but according to the 
number of job-hunters around him. 
To such an extent prevailed nepotism 
that not only concubines and minors 
were often appointed to high-paying 
posts but sinecures were reserved for 
“shost incumbents” and “paper 
soldiers” scheduled to appear from 
China but forever deterred from as- 
suming office. Similarly, just as many 
police-stations came to have Chinese 
heads under 20 years old but Formosan 
sergeants above 40, so has many a 
factory had g 25-year-old superinten- 
dent from China who had never atten- 
ded any college but a 50-year-old For- 
mosan deputy director and chief en- 
gineer—a graduate with honour from 
the Technical College of a renowned 
University in Japan. 


In industry alone Formosa has been 
much too big for China to run; for 
China has neither money nor talent. 
To resume operation of all Formosan 
factories left by the Japanese China 
must mobilize all her well-trained 
technicians. Formosa has turned out 


7,000 proficient technicians as many as © 


all of China just as the number of her 
physicians equals that of 
Moreover, she has even more factories 
than China minus Manchuria. Still 
native Formosan doctors and engineers 
have been always and everywhere un- 
fairly treated. As an immediate result. 
efficiency has dropped sharply as com- 
pared with the previous level except in 
a few industries like cement, electric 


power, aluminium, etc., in which US» 


capital and technology have predomin- 
atew. 


At the time of the Chinese occupa- 
tion in 1945 many Szechuan sugar ex- 
perts were considered competent to 
take over and operate Formosan mills, 
half of the 42 Japanese-owned ones 
remaining in working conditions. 
Later, many Szechuan men were sent 
there to study but hold as the same 
time directors’ posts and pays. Be- 
cause sugar mills’ Chinese management 
often byoxe their word to pay farmers 
in ready cash and to supply them with 
fertilizer regularly, most farmers dis- 


continued in 1946 the planting of 
sugar-cane. Therefore in the year 


China. 


1946-47 the output could hardly go 
beyond 30,000 tons as contracted with 
the maximum, production of 1,400,000 
tons in 1940-41. The 500,000 tons con- 
fiscated from Japanese capitalists and 
Formosan labourers were consumed 
for upkeep expenses during the first 
two years following VJ Day while not 
an iota was used for any reconstruc- 
tion work, 


T'he Monopoly Bureau devised by 
the Japanese had been intended to-> 
increase public revenues and thereby 
to lessen the people’s burden. In ad- 
dition the first Chinese Administrator- 
General Ch’en Yi inaugurated the 
Trading Bureau’ ostensibly for the 
Same purpose. If earnestly adminis- 
tered, it would suffice to cover public 
expenditure. But in effect they served 
only to’ facilitate the KMT officials’ 
eraft and to chastize private Formosan 
manufacturers and businessmen. 
Every Formosan product able to yield 
a big profit abroad fell gq victim to 
the Trading Bureau, the main ob- 
jects being rice, coal, sugar, and lum- 
ber. Yet the regulations grew in 
number and changed in nature so often 
that contradictory explanations could 
be made at any time to suit the greedy 
incumbents’ expendiencies. 


The Monopoly Bureau in its res- 
trictive function is nearly a duplicate 
of the Custom House, But it dare not 
challenge the latter’s authority though 
it banned from Formosa. all com- 
petitors, foreign and Chinese made— 
cigarettes in particular. Thus, instead 
of urging the custom-officers to cen- 
sure “ inter-provincial smugglers” the 
Bureau would dispatch armed men to 
snatch away all packages from For- 
mosan children-peddlers whose poor 
parents entrusted them with a small 
sum of money as capital. 


Wealth Overestimated 


True. the high percentage of literacy, 
the habitual industry and frugality, 
and the vigor inherited and the train- 
ing received make the 6,000,000 For- 
mosans equivalent in man-power to 
18.000.000 Chinese. Moreover, the in- 
dustrial equipment and establishments 
left by the Japanese, the technical skill 
ond working efficiency acquired by the 
Formosans, and the natural resources . 
ond productivities that surpass those 
of every Chinese province warrant_the 
multiplication of 18.000,000 by another 
8 that equals 54,000,000—a population 
larger than that of Szechuan. So much 
so that while underestimating the cul- 
tural level of the people, the KMT 
officials and soldiers have 
O 


the pecuniary potentiality 
country. To them Formosa ae 
treasure as well as a beautiful island. 


They knew that all big industries were 
either government monopolies or 
Javanese-owned. They also learned 
that of the over 800.000 acres of arable 
land 66.8% belonged to the govern~- 
ment and 18% to private Japanese and 
after confiscation would yield almost 
a5o% of the total agricultural output. 
They also were assured that all the 
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forests, salt-fields, and most of the 
mines were government-owned and 
or controlled. Above all, they pre- 
sumed that the native inhabitants as 
had been for half a century whipped 
into docile submission by highhanded 
Japanese policies would remain 
Slavish farmers and tractable workers 
ever-ready to perform every toil. 


Alas! upon their arrival the take- 
over officials found the Formosans far 
from docile and slavish. Critical of 
Chinese incompetency and arrogance, 
the natives refused to cooperate: dis- 
gusted with their ignorance and in- 
efficiency, workers refused to obey. 
Lack of fertilizer, farms and fields 
produced less than half of the previous 
capacity. To open’ forests, operate 
mines, and keen uv salt-fields, that 
needed capital and = earnest men. 
Neither could the take-over personnel 
supply properiy. As to the factories, 
a number of them had been damaged, 
for which they continued blaming US 
bombers, Even to resu‘ne operation of 
the good ones the Chinese had neither 
money nor spare parts nor talent 
particularly because native engineers 
and mechanics were ostracized simply 
on account of their Formosan birth. 


With their previous fantasies frus- 
trated, they became desperate. Reali- 
zing their own inability to reconstruct 
the Formosan industries and transfer 
the linkage of the Formosan economic 
and industrial systenis from Tokyo to 
Nanking, they did grab while the 
grabbing was good. As the taking- 
‘over process in Manchuria and North 
China reached an irrevocable dead- 
lock, the KMT officialdom foresaw 
their inability to retake the Commun- 
ist-occupied areas and felt the more 
urgency to double their efforts to turn 
Formosa into the only trophy from 
their eight years’ war of resistance 
whereby to mend with Formosan re- 
sources every warsear they had sufi- 
ered even though the country had to 
be razed to the ground and the peoople 
had to be stripped to the skin. 


inefficiency and Restriction 


With waste and graft, nepotism and 
despotism prevailing simultaneously, 
there appeared under Ch’en Yi _ 759 
incumbents by selective appointment 
against 87 under the Japanese and 
8,168 by recommendatory appointment 
against 862 prior to the take-over. Of 
the Japanese budget 30% had been 
assigned for salaries and office-upkeeps 
and 70% for vpublic enterprises; 
whereas under Ch’en Yi 76.63% was 
reserved for salaries only but merely 
23.37% for public enterprises. As to 
the sources of revenue. under the for- 
mer master 15% came from taxes, 55% 
from monopolies, and 30% from public 
enterprises such as railways, posts, 
telegraphs, and forasts; but under 
Ch’en Yi 34.73% was derived from 
taxes, 16.58% from monopolies, and 
38.94 % from 70% ‘of all government- 
owned and-operated industries besides 
railways, posts, telegraphs, and forests. 


Almost in every respect the Fonmo- 
san people have had to bear a much 
heavier burden; the government has 
wasted a much larger sum of money; 
while the country has been becoming 
poorer and poorer day after | day. 
Thus, despite the operations of the 
Trading and the Monopoly Bureaux 
the Formosan tax-payers under Ch’en 
Yi had to bear 34% of the annual 
budget as contrasted with 15% 
the Japanese who had run no Trading 
Bureau at all. Similarly, though 60% 
of the confiscated sugar went to the 
Central Government in Nanking: 
though 40% of the income was sup- 
posed to return to the Island in the 
form of either fertilizer or bean cakes 
cr cotton goods; and though half of 
the monthly production of 80,000 tons 
of coal in 1946 was purchased at one 
tenth of the Shanghai market price 
and shipped away for sale; yet noth- 
ing ever returned to help reconstruct 
the country and_ =*rehabilitate the 
people. 


On September 26, 1946 the formation 
of four companies under the Monopoly 
Bureau was ordered for the handling 
and production of the four monopoly 
articles, namely, wine, matches, cam- 
phor, and cigarettes. On January 6, 
1947 they were duly established. On 
December 12, 1946 the Bureau 
approved the formation of an overall 
provincial industrial and, mining deve- 
lopment corporation with a capital of 
TY 165,000,000, which was intended to 
be the chief administrative and policy- 
making organ for the 107 companies, 
factories, and plants taken over from 
the Japanese. In effect this became 
the regimenting center of all activities 
of economic exploitation. Next day, 
the Taiwan Salt Administration Office 
announced that a total of 131,000 tons 
of salt had been shipped to Japan from 
Formosa in 1946 in accordance’ with 
the -arrangements made between the 
KMT regime and SCAP and that the 
quota for 1947 was to be 300,000 tons. 


On February 13, 1947 the Office of 
the Administrator-General formally 
banned as from that day all private 
transactions of gold and foreign cur- 
rency except by the Bank of Taiwan. 
At the same time it set the ceiling 
price for rice at Y23.90 a catty for 
the Taipeh City. On February 15 were 
promulgated regulations for the stabili- 
zation of prices in Taiwan that reached 
down to the smallest shops and side- 
walk stalls. Besides, the Island was 
divided into five districts for takinz 
rigid action against rice-hoarders and 
illicit mercharts. On February 19 the 
Government announced that those 
hoarding rice exceeding 5,000  piculs 
should be sentenced to death with all 
the rice confiscated. All new economic 
reguiations as such. if thoroughly en- 
forced, would have abolished private 


‘trades virtually. 


' By that time the Formosans had 
reached the breaking point of patience. 
But the fuse of the island-wide revolt 
egainst KMT’ tyranny and robbery was 


- cigarette tray of an 


under, 


lit not by a Formosan but by a Chinese 
—an anti-smuggling officer of the 
Monopoly Bureau, who on seizing the 
old Formosan 
woman selling imported cigarettes shot 
to death a Formosan civilian on the 
evening of February 27, 1947. 


Worsening Exploitation and Growing 
Inflation 


Under the next Governor Wei ‘fao- 
ming KMT exploitation of Formosa 
turned from bad to worse. Exactly 
one month after he assumed office the 
Provincial Council was coerced to pass - 
the government’s bill to purchase sur- 
plus rice at 18 yen a catty against 
50 in the free market. At once it 
was decreed that landowners of more 
than 2.5 Formosan acres must sell 
their surplus rice to the yovernment 
at the official price. Thereby was the 
KMT regime enabled to ship from the 
summer of 1947 to that of 1948 at least 
440,000 short tons of rice to China. 


Tio cover all signs of degradation and 
deterioration, the new governor kept 
mentioning the enemy property as 
recorded in the 100,000-word inven- 
tory and chronically raising the ex- 
change-rate of the Formosan ‘Yen 
against the Chinese Dollar. To be 
sure, aS early as January, 1946 the 
take-over official estimated the total 
value of the enemy property to ve Y 
15,665,351,808. When the taking-ove. 
was completed in April, 1947 just 
before Ch’en Yi’s departure Finance 
Commissioner Yen Chia-kan of the 
Japanese Property Disposal Commiuttee 
still reported the same figure despite 
the 1,000% inflation of the Taiwan Yen 
during the preceding 16 montns. 


As to inflation, the sole “productive” 
industry the Chinese introduced l:to 
Formosa, the Bank of Taiwan had 
issued notes amounting to Y1,500,026,- 
715 in August, 1945 ; Y2,027,904,765 in, 


September, 1945; and Y2,661,389,739 


in October, 1945 ; when it was taken 
over by the Chinese under Ch’en Y1. 
In November, 1945 the total was 
Y2,813,010,024. One year later, Yen 
Shia-Ean promised to circulate’ nu 
more then Y6,000,000,000 when the 
value of Yen had fallen from Y15 tor 
one US Dollar at the Japanese sur- 
rend2r  Y150: 


One year later (by the end of 1947) 
the Taiwan Banknotes amounted to 
about Y15,000.600,60@; so that US$1 
soared beyond Y1,50C. By the end of 
1948 this figure had risen to more than 
Y180,000,000,000, and US$1 had risen 
above Y30,000. On August 19, 1948 
when the Chinese Nationally Currency 
was converted into the Gold Yuan, GY1 
was set at TY1,835. As the inflation of 
GY started accelerating two* months 
thereafter, the ratio became smaller 
and smaller till TY surpassed GY half 
a-year later. Yet the inflation of TY 
continued though at a lower speed, 


again. 


1950 
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The arrival of government units 
from China after the fall of Tsinan in- 
creased the pressure as more notes 
were called for to pay increased gov- 
ernment personnel and meet other ex- 
penses in the Island. To the KMT 
regime in Formosa as well as in China 
note-printing has been much easier and 
quicker than rice-production. Besides, 
wealthy refugees instead of investing 
their money in productive industries 


had begun to speculate in gold bars 


and US notes; so that commodity prices 
would fluctuate from minute to min- 
ute and the keymoney for rooms or 


houses which Chinese brokers charged 


often exceeded the original price by 
several times. 

Working as the regimenting center of 
all bureaucratic capitals and concur- 


rently the pecuniary arsenal of war- — 


victors and peace-profiteers, the Bank 
of Taiwan thereafter had to facilitate 
new Carpet-Baggers and Scalawags 
against native rights and interests with 
the note-printing machine. At the end 
of 1947 it had let out loans amounting 
to Y29,000,000,000 of which 25% had 
been allotted to government institu- 
tions, 67% to public enterprises, and the 
rest to private individuals and firms. 
Only 0.2% had been made to Formosan 
individuals and corporations. The rate 
of interest being exceedingly low, all 
government establishments and KMT 
customers could easily make money 
by taking the margin between it and 
the rate of inflation; whereas most of 
the Formosans, unable to contract any 
Taiwan Bank loan, had to pay high 


interests, suffer unfair competition, 
and eventually incur depression and 
unemployment. 


What GY was to CNC, that was the 
Chinese: TY to the Japanese TY. Just 
as GY had to be replaced by the Silver 
Yuan, so was the Old Chinese TY sup- 
planted by the New Chinese TY. After 
VJ Day the Taiwan Yen ought to have 
remained stronger than the Japanese 
Yen of Japan Proper. For Formosa 
suffered less destruction during the 
war than Japan and has had no re- 
paration to pay. Yet, by the spring 
of 1949, whereas the official exchange- 
rate of the Japanese Yen was still 360 
to one US Dollar, the Old Chinese TY 
slumped to 200,000 for one US Dollar 
—550 times as low as the Japanese Yen. 
Why? Because the Chinese take-over 
officials had since four years’. before 
been living off the country, milking 
the people of their savings, grabbing 
and wasting the industrial equipment 
and resources, and indulged in print- 
ing bank-notes. Ostensibly they kept 
raising the exchange-rate of TY against 
CNC, then against GY, and finally 
against SY, only to deceive careless ob- 
dervers who were unaware of the 


‘On June 15, 1949 Wei Tao-ming’s 
successor, Gen. Ch’en Ch’eng, enforced 
the currency reform by pegging the 


varied tempo of infiation. 


_TY at 200,000 for one US Dollar and. 


the New TY at 5 for one US Dollar. 
The immediate market reaction was 
abrupt sharp rise in commodity-prices 
By raiding sO under- 
ground banks the secret service men 


gained 20% or more of the confiscated 
funds, gold bars, and foreign currencies; 
the government kept the rest; but 
thousands of native Formosans, who 
had hitherto had to concede every 
priority to Chinese customers either in 
making bank-loans or in keeping de- 
posits in authorized banks, were driven 
into destitution... Though over three 
hundred million worth of US currency 
had been shipped into the Island by 
the Central Government safe- 
keeping, yet the prevailing currency 
was not a bit strengthened. 


Novel Ways of Extortion 


Just as currency-reform so _ had 
rent-reduction been utilized as channel 
for extortion. From the first harvest 
of 1949 the hitherto average 50% rent 
was reduced by governmental order to 
37.5%. It has been the established 
agreement between landlords and 
tenants in Formosa, however, that in 
case of famine and drought, flood and 
typhoon, both parties would confer 
and decide to divide the crop on the 
50-50 basis right on the field. In the 
years of abundance the tenants often 
get more than 62.5% while the land- 
lords, less than 37.5%. 

Therefore, in many cases Ch’en 
Ch’eng’s rent-reduction means. rent- 
increase. Worse of all, the government 
claims all surplus grain at the official 
price with the immediate result that 
the poor tenants have lost more than 
gained and that Formosa has thus been 
placed under the obligation to feed the 
whole KMT China. 

Another racket whereby the KMT 
regime robbed farmers of their rice 
was accomplished through the mani- 
pulation of the exchange-rate of rice 
and fertilizer. Throughout 1949, though 
the international market-price of ferti- 
lizer per ton was’ US$70 and that of 
rice US $170 and one ton of rice ought 
to exchange for 2.43 tons of fertilizer, 
yet the KMT Government reversed the 
exchange-ratio to between 1.8 and 1.5 
tons of rice for one ton of fertilizer, 
thus lowering the rice-price to US $40 
or so—less than 25% of the market 
price—or boosting the fertilizer-price 
to almost US $300—more than 400% of 
the market price. In 1949 the KMT 
Government received 60,000 tons of 
fertilizer from ECA and _ purchased 
60,000 tons from other sources and ex- 
changed the total 120,000 tons of ferti- 
lizer for at least 180,000 tons of rice. 
The total rice-output of Formosa in 
1949 being 1,200,000 tons, with rents 
reduced to 37.5% from the former 
50% of each crop the tenants should 
have gained 1,200,000, x (50%—37.5%) 
= 150,000 tons. In view of such 
enormous profits the KMT regime has 
allowed no private firm or individual 
to import. fertilizer directly from 
abroad. Thus, in effect ECA fertilizer 
in 1949 only helped refugee tyrants 
extort more rice from farmers. 

Similarly, though rents re- 
duced, taxes which the landlords have 
had to pay were often increased with 
the immediate result that many land- 
lords, by getting smaller rents but pay- 
ing higher taxes, have been driven to 


the verge of bankruptcy. Likewise, 
some land-owners*who till their own 
fields often grow barely enough 
rice for their own consumption in- 
stead of seeing so much grain carried 
off practically free of charge. 

Just as in China so in Formosa the 
decline and fall of the KMT Army and 
economy has been ascribed by Hts 
leaders primarily to the shortage of 
US aid. Nevertheless, unless graft 
and waste, nepotism and despotism, 
technical incompetence and native 
antagonism be eliminated beforehand, 
no foreign aid can fill up the rathole. 
By the removal of the KMT capital to 
the Island early last December was 
Formosa disguised as “China’’ and 
obliged to support KMT China. On 
December 21 Ch’en Ch’eng was re- 
placed by K. C. Wu, whose fiscal bud- 
get of TY178,913,556 for 1950 was per- 
force pushed through the Provincial 
Council on December 24. On the pre- 
vious day Ambassador’ Weilington Koo 
formally solicited further US assistance 
for Formosa, including military, politi- 
cal, and economic advisers. In the end, 
only ECA decided to carry on a bit 
longer. 

Whereas in “red” China one soldier 
is supported by one hundred people, 
in KMT Formosa ten civilians have to 
feed one man in uniform. The money 
Formosa has now to pay for the up- 
keep of the Legislative and the Control 
Yuan alone has been about US $300,000 
per month. Besides, 59% of the mili- 
tary expenditure has to be borne by 
the Island. Since Taipeh was made the. 
capital, all new Formosan money bills 
for military purposes have been ap- 
propriated by the Bank of Taiwan. 
The New TY issue was then allegedly 
limited to 200,000,000. Up until January 
31 the amount issued had _ reached 
177,923,782 leaving a little margin for 
further issuance. Whether the Bank 
of Taiwan has actually kept a gold 
reserve of 637,442,081 oz. as alleged by 
itself, nobody can be sure, 


New Rackets 


As the Lunar New. Year approached 
in February, 1950, in the black market 
one US Dollar exchanged for TY10— 
twice as high as the official rate. To 
prevent further inflation, increase pro- 
duction, and curtail consumption on 
the one hand, and to provide adminis- 
trative and military expenditure on the 
other, K. C. Wu started trying to make 
ends meet by: 

(1) Depositing military appropria- 
tions in the Bank of Taiwan in order 
to avoid the possibility of the money 
going into the black market and by 
transferring the deposits of all public 
utilities and government institutions 
from all other banks to the Bank of. 
Taiwan. 

(2) Paying soldiers regularly and 
actually after eliminating any “paper” 
troops to be paid. 3 

(3) Assisting private industries and 
legitimate business and curbing smug- 
gling. 

(4) Soaking the rich by the com- 
pulsory sale of Liberty bonds. and 
charging high contributions for Chin- 
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ese wanting to leave Formosa. 

(5) Selling government property, 
such as houses and land to private in- 
dividuals. 7 

(6) Encouraging production by im- 
proving irrigation and increasing power 
supplies. 

(7) Sweeping upward 
taxes. 

In purpose intended for augmenting 
government revenue, these measures 
have been in effect enriching incum- 
bents’ pockets and diminishing civi- 
lians’ sources of income—those of the 
Formosans in particular—and created 
more losses than gains in national 
economy as a whole, 

In the first place, because the Bank 
of Taiwan has monopolized all big 
transactions, all other banks having 
branches throughout the local districts 
have been deprived of their best cus- 
tomers, namely, public utilities and 
government institutions. Moreover, be- 
cause the Bank of Taiwan maintains 
branches only in big cities, public 
utilities and government institutions in 
small places have to waste time and 
money in contacting the Bank of Tai- 
wan Offices. 

Secondly, unless superior officers have 

become honest enough to eliminate 
paper subordinates, no civil inspector 
—not even the governor himself—dare 
to check the rank and file. Even elec- 
tric power inspectors dare not read 
meters inside any military establish- 
ment anywhere throughout China for 
fear of face-slapping. How much less 
dare any government clerk search after 
“paper” troops? 
. Thirdly, on assisting private indus- 
tries and legitimate businessmen, those 
aided are mostly refuee-speculators and 
‘bureaucratic capitalists rather than 
native enterprisers. The great smug- 
glers in KMT China having been navy 
and custom officers themselves, who 
can censure and eliminate them? 

Fourthly, who are the rich to be 
soaked through bond-sale? Mostly, 
house-owners and landlords, whose 
concrete evidence of wealth is visible, 
and who largely are native Formosans. 
How about those refugee millionaires 
With gold bars and foréign currencies 
shipped from China? 

Fifthly, by the sale. of government 
property to private individuals there 
have been created more opportunities 
for graft and embezzlement. Any 
highest bidder in the open, unless he 
oils the backdoor of the auction-room, 
can never be sure of getting the com- 
modity wanted. In matters of bribery 
and misapvropriation no Formosan can 
match a Chinese. 


Sixthly, to encourage production is 
meaningless if surplus output is taken 
away from: producers practically free 
of charge. Likewise, if the officials’ 
palms have to be “oiled”, the planned 
improvement of irrigation and increase 
in power supplies help neither the 
‘government nor the people. 

‘Seventhly and finally, whether taxes 
are increased or reduced, _ special 
charges, emergency-donations, compul- 
sory cofitributions, and the like, that 
have made their appearance one after 
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ECONOMIC NEWS FROM THE UNITED STATE 


By E. Kann, 


(Los Angeles) 3 


(Special to the Far Eastern Economic Review) 


The President’s 
Declaration, 


In the evening of September 1 Pre- 
sident Truman held his fireside talk 
ever the national radio network. Un- 
doubtedly the gist of the President’s 
speech was cabled to the Far East. If 
one were tO summarize, it probably 
would be agreed that the kernel of 
Mr. Truman’s message to the Ameri- 
can people was this: “Peace if possible; 
all-out war if necessary.” 

The powerful Voice of America 
transmitters relayed the presidential 
message in many languages to the 
world and, of course, inclusive of iron 


Foreign 


curtain countries, Without mincing 
words Mr. Truman stated that’ the 
United States is ready to enter the 
fight if Russia breaks the peace. He 


asserted that this country will double 
the number of men under arms in 
order to cbtain armies numbering 8 
million men. If this should prove in- 
adequate, America will further en- 
large its armies. Vital material is being 
stockpiled, and industrial capacity 


is being constantly increased. 


Eight points were’ singled out by 
the President, meant to cover’ the 
political aspects of the current situa- 
tion. After reiterating this country’s 
belief in the efficacy of the United Na- 
ticns, Mr. Tru:nar asserted that Korea 
should and must be a free nation; 
simultaneously he added that America 


Policy 


does net want to see the present hos- 
tilities there turn to a new world war. 
It is hoped that the Chinese people 
will not. be misled in taking up the 
fight against the United Nations, the 
more so since the American people re- 
tain their friendship and sympathies 
for the Chinese. Mr, Truman repeated 
his pledges that his country does not 
want any Asiatic territory, that it be- 
lieves in the maintenance of freedom 
for Far Eastern nations and that the 
United States wanted peace, concluding 
that “we want peace and shail achieve 

More ky way of explanation, and by © 
no means as an apology, the President 
stated: “If aggression was allowed to 
succeed in Korea, it would be an open 


invitation to new acts of aggression 
elsewhere.” 


In the succeeding portion of this re- 
port I am dealing with the requisite 
financial measures connected with the 
hostilities in Korea. As soon as all the 
new rulings as to fresh taxation will 
be sent to the White House for signa- 
ture (which will be the case within 
one or two weeks), President Truman 
will once more speak to the nation 
and explain the need and purpose of 
new tax levies, of war-time control 
measures, of the necessity of institu- 
ting ceilings on commodities, freezing 
wages, allocating essential material, 
etc. etc. 7 


another, have overburdened the people 
more than proper taxes. 


Prospects 


After all, every measure has been 
more easily talked about than carried 
out. First of all, taxes if too heavy 
for the people to bear cannot be duly 
collected. According to the new Fin- 
ance Commissioner Jen Hsien-ch’en, 
from the Taipeh area alone the taxes 
not yet collected for the year 1949 
amounted to New TY 11,000,000. (Sur- 
named Liu, father and son, allegedly 
because they had refrained from pDay- 
ing land-taxes equivalent to over 100,- 
090 catties of polished rice, were sen- 
tenced to 3 and 4 years’ imprisonment 
respectively ). 

On May 12, 1950 Premier Ch’en 
Ch’eng reported before the Legislative 
Yuan that the annual expenditure of 
1950 would exceed 300,000,000 silver 
dollars. Of this sum 85% would be 
spent for military purposes. The local 
government by collecting taxes, selling 
bonds and public property would take 
up 144,000,000; the Central Govern- 
ment hoped to get 60,000,000 out of 
custom-duties and salt-taxes. As to 
the remaining 100,000,000, 3,500 oz. 
of gold from the National Treasury 
would be sold to maintain the balance 
of revenue and expenditure. As a 
matter of fact, being unable to collect 
enough salt-taxes, the KMT regime has 
been buying salt from manufacturers 


.at TY 30 a picul and selling it at TY 650! 


Still harder has it been to maintain 
the balance of foreign trade. Accord- 
ing to the official estimate, the annual 
exports of products of national enter- 
prises would amount to US $66,000,000; 
while the imports would amount to 
US$100,000,000. Among the imported 
commodities US$14,000,000 would be 
spent for munitions. Then there would 
appear an import-excess of US$20,000,- 
000. The import-excess of 1949 amount- 
ed to US$19,000,000. The new aid of 
US $40,000,000 would help maintain the 
balance this year. Yet Governor K. C. 
Wu said in May, 1950 before foreign 
correspondents that Formosa every 
month would need a military and 
economic aid of US $10,000,000 but had 
received during the first four months 
of this year only US $12,000,000. The 
new aid of US $40,000,000 recently de- 
cided for the period from July 1, 1950 
to June 30, 1951, if not followed by 


_ any more, would become a drop in the 


ocean. 

As the KMT authorities decided on 
June 14 to issue New TY 20,000,000 
more, US notes made another jump, 
(US$1. = NTY 15). On July 7 the 
government admitted the over-issue of 
50,000,000 Yen. : 

Without further US aid and native 
co-operation, how much longer will the 
KMT economy hold out in Formosa? 
Before its total collapse, however, the 
status of Formosa might be decided by 
the UN Assembly or the Japanese Peace 
Conference. 
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Meanwhile let us recall that, before 
the unexpected outbreak of the Korean 
affair, the U.S. defense budget had 
been set at $14 billion. Rearmament 
decisions will swell military expendi- 
ture to 50 billicns. The sum of $16,- 
771,000,000, emergency military funds, 
has been passed by Congress; it is to 


‘come immediately before the Senate, 


where it wiil be raised to a higher 
figure. Experts opine that at least 
another $15 billion for defense pur- 
poses will be wanted before the end of 
the current year. Excess profit taxa- 
tion on corporations’ earnings, while 
not yet in vogue, are almost sure to be 
brought up early next year for legisla- 
tion. 
Taxation. 

The developments of the Korean im- 
broglio are placing the investing com- 
munity before two problems: taxation 


' and war-inflation. In war time taxes 


are levied for two-fold purposes: (a) 
to pay for the cost of warfare and for 


- controlling the supply of money for 


the purpose of (b) keeping the price 
level on an even keel; under war con- 
ditions prices otherwise would expand 
in relation to the supply of merchan- 
dize. In a democratic America, already 
for political reasons, taxes are mainly 
levied on luxuries, on large corpora- 
tions and on incomes of high-bracket 


persons. 


New taxation, on which problem 
Congress is now working, really is not 
final; actually it represents a first in- 
stalment increase, apart from attempt- 
ing to plug existing tax loopholes. In 
considering prospects for the speedy 
passage of some of the new tax pro- 
posals before both Houses. “United 
Business Service” divides these into 
three categories: (1) Tax proposals 
the passage of which is almost certain; 
(2) the enactment of which is probable 
and (3) the enactment of which is im- 
probable. 

(1) Passage almost certain: 

(a) Reduction from six to three 
months in capital gains holding period 
for establishing long-term gains and 
losses. 

(bo) Substitution of one-year carry- 
back and five-year carryforward of 


operating losses for present provisions | 


which permit a two-year carryback and 
two-year carryforward. 

(c) Use of shortsales as means of 
converting short term profits into long- 
term gains (via hedge process) will be 
blocked by demanding that all profits 
from short sales be treated as short 
term gains for tax purposes. 

(d) A portion of the premium on 
convertible bonds attributable to con- 
version privilege rather than interest 
rate will wot be amortizable; retroactive 
to 15th June, 1950. 

(e) Unrelated business income (over 
$1,000 a year) of now tax-exemont or- 
ganizations will henceforth become 
taxable. 

(f) Profit from ‘collapsible corpora- 
tions’ (one-picture movie companies, 
etc) will be treated as ordinary income 
instead of capital gains; retroactive to 
December 31, 1949. 


(g) Amateur artists and authors, 
who are selling their services, will have 


to pay on income, instead of capital 
gains tax basis. 

(h) Life insurance companies will 
be taxed on incomes under a new for- 
mula for at least 1949 and 1950, though 
Congress asked for 1947 and 1948. 

(i) Non-resident aliens are to be 
taxed on capital gains realized while 
they live in the United States, provided 
they are in this country less than 90 
days. If hére for a longer period, the 
tax levy will apply to all gains during 
the year. 

(j) Redemption of stock by a closed 
corporation from estate of a stock- 
holder will no longer create a taxable 
dividend if the money is used to pay 
estate taxes. Estates will no longer be 
permitted to deduct taxes on funds 
used to support dependents while the 
estate is settled | 

(k) All property transfers made 
more than three years before death will 
be exempt from any challenge by tax 
Officials that gifts were made in con- 
templation of death. 

(1) .Special tax exemptions for in- 
comes earned abroad by U.S. employees 
working in U.S. possessions will be 
eliminated. | 

(2) Passage Probable. 

(m) Transportation tax on persons 
or goods for. transportation between 
distances in the United States, regard- 
less of where vayment is effected. 

(n) Imposition of 10% excise levies 
on television sets and home freezers to 
equalize with tax on other appliances. 

(0) Provision exempting from taxa- 
tion the value of new stocks distributed 
to stockholders by a corporation which 
decides to ‘spin off’ part of its business 
into a separate firm. Such stocks are 
now regarded as taxable dividends. | 

(3) Enactment Improbable. 

(p) Extension of existing percentage 
depletion allowances to additional 
minerals. 

(q) The suggested 10% withholding 
tax on dividends. 

(r) Reduction of interest (from 6% 


to 3%) on tax overpayments. 


(s) Proposed tax on. domestic cor- 
porations to cover liquidation of foreign 
subsidiaries. 

(t) Proposal to treat losses from 
sale of business property as capital 
losses rather than as ordinary losses. 

(u) Proposal to tax part of life in- 
surance proceeds under instalment op- 
tions on presumption that it is interest. 
Concern for Non-residents 

The item which will interest residents 
of the Far East (or people residing any- 
where outside of USA), provided they 
hold American securities, will be the 
news outlined under (i). Hitherto re- 
sidents in foreign countries owning U.S. 
stocks, were called upon the pay 30% 
flat on all dividends accruing to them 


from U.S. stocks, provided these were » 


domiciled in U.S.A. So, for instance, 
nothing was deducted from dividends 
declared by American & Foreign Power 
Co., by Cuban Atlantic Sugar, by West- 
Indies Sugar, etc. Profits from dis- 
posing of American shares, even if these 
had been acquired by non-residents in 
this country, were left in their entirety 
to the non-resident. Many visitors 
came to this country for 6 months, some 
succeeding in getting continual exten- 
sions, and operated largely on the New 


York Stock Exchange or on the various 
Commodity Exchanges, paid no taxes 
on profits of shares bought and sold. 
This is now proposed to be changed. 
However, if I interpret the new pro- 
posal correctly, the change will apply 
to non-residents who actually enter the 
United States and obtain gains from 
Stock Exchange operations. People 
who do not enter the precincts of 
U.S.A., but remain residents abroad, are 
not to be subjected to the new rules. 


This procedure is, I believe, connected 


with the fact that such non-residents 
are subject to American jurisdiction. 
Corporation Taxes 

Once we are so closely viewing the 
sad chapter of taxation, let us enlarge 
on it, though there certainly is no fina- 
lity in that direction. A man once told 
me that the wild people in Africa pay 
no taxes whatsoever. Whereupon I 
asked: “Why then are they wild?” 

Proposals emanating from the Senate, 
and which stand a good chance of going 
through, would suggest the following 
rates for the full year of 1950: 23% 
normal levy, plus 19% surtax on all 
income over $25,000. Tax rates on 1951 
income (unless again changed at next 
session) would be 25% normal rate and 
20% surplus on incomes over $25,000. 
Companies overating on fiscal year end- 
ing before July 1950, will pay on the 
basis of current tax rates, while income 
in fiscal years beginning after July 1 
will be taxed at new 45% combined 
normal surtax rate. 

It stands to reason that the higher 
corporation taxes will be passed on to 
the consuming public. ; 

New Factories have to be erected for 
manufacturing articles needed for de- 
fense purposes. These might have a 
short life only. as their continued ex- 
istence would be doubtful. Therefore 


it was conceded that such enterprises 


would be permitted to practice accele- 
rated depreciation by writing off by 
way of a five-year amortization the 
cost of such properties. 

Items of General Interest 

Chrysler: offered on its own volition 
an increase in wages to its 120,000 wor- 
kers, namely 10-15 cents an hour. This 
will cost the comvany about $25 million 
a year. 
the stvle of ‘cost of living’. Actually 
the recent contract with labour. made 
for three years, had to run until July 1. 
1951, but the corporation came forward 
on its own with the nay hike and with- 
out prodding by the union. Chrysler’s 
pay scale now is above Ford’s and 
nearly equal to General Motors. 

On September 1 Chrysler announced 
a quarterly dividend of $3 per common 
share, payable Sentember 26. This 
compares with $1.75 naid in the pre- 
ceding auarter, and $1.50 in each of the 
previous three months terms. 

War Needs: As I pointed out in my 
last report, the percentage of some of 
the vital materials needed for armament 
purposes will in most cases be moderate 
and not large enough to disturb the 
country’s economy. According to De- 
fense Secretary Johnson’s forecast, the 
following quantities and percentages of 
vital material will be diverted from 
civilian consumption during the year 
ending June 1951: 


The raise was granted under 
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Aluminum production 


Natural rubber, three times as costly 
as synthetic rubber, will be channeled 
to as large as vossible an extent into 
government stock -piling. Artificial 
rubber can without much inconvenience 
be used to replace the plantation rubber 
for civilian consumption. Rubber and 
aluminum are likely to be topping the 
list of coming allocations. 


Industrial Prosperity: At the end of 
August employment in USA was up to 
62,367,000. Nevertheless there was 
then already a shortage of skilled la- 
bour. The industrial production figure 
(index) shot up in August to 204, the 
highest since July, 1945. Auto- output, 
despite the scarcity in steel, is being 
maintained at a 10 million annual rate. 
Dividends declared during the first 
seven months of 1950 ($3.7 billion) are 
7% higher than what they were for the 
identical period of last year. Railways 
now are doing well, as is exemplified 
by the results of the Union Pacific Rail- 
way, whose net income for the first 


100,000 tons = 14 % of output. 

 ,...= 

seven months amounted to $26, 981 ,000, 

i.e. $5.54 a common share, compared 

with $16,431,000 or $3.17 a share for the 

analogous period of 1949. 

General Electric Co. is at present so 
covered with orders that it cannot cope 
with them. Actually new orders repre- 
sent a value of 140% above what they 
stood a year ago. Westinghouse Elec- 
tric Co. also is more than booked with 
new orders for electric equipment. 


Steel: as an industry is storming 
along in the forefront. The industry is 
working at full blast and extentions of 
factories are being contemplated. The 
activities of the big three: U.S. Steel, 
Bethlehem and Republic are too well 
known to be singled out here. Actually 


all the steel mills are doing extremely 


well. Keystone Steel & Wire Co., for 
instance, just published its largest pro- 
fit for the fiscal year, namely $8,487,000 


or $4.53 a share, which compares with 


$4,607,000 or $2. 46 a share for the pre- 
ceding business year. 


General Agents for K.L.M. Roya! 
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THE PRESENT ECONOMIC 
POSITION OF BRITAIN 


1. Defence Expenditure 


(a) In the Budget for the year end- 
ing March 1951 the Government pro- 
posed spending £781 million on 


defence, apportioned as follows:—Navy _ 


193 (£ million), Army 299, Air 223, 
Ministry of Supply (defence expendi- 
ture) 65, and Ministry of Defence 0.8. © 


(b) On 26th July, following aggres- 
sion by North Korean forces, the 
Government decided to spend an addi- 
tional £100 million on defence. 

(c) Subsequently, on 4th August, in 
reply to an enquiry from the USS. 
Government as to what additional mili- 
tary production programmes could be 
initiated with U.S. assistance, and what 
increased military effort generally could 
be undertaken by the United Kingdom, 
the Government announced a new de- 
fence programme with an upper limit 
of £3,400 million over the next 3 
years. How far the country could go 
towards the new upper limit, the 
Government announcement explained, 


would depend on the amount of US. 


assistance forthcoming. This is not yet 
known. 

(d) The sum of £3,400 million over 
3 years is equivalent to an average of 
over £1,100 million a year, which is 
some 40% more than the level of de- 
fence expenditure planned in _ the 
Budget. 


(e) Defence and the National In-. 
come:—The level of defence expenditure 


planned originally in the Budget was 
equivalent to between 7% and 8% of 
the national income. The new upper 
limit of over £1,100 million a year 
would be equivalent to 10% of the 
national income. 

(f) Production of Military Equiv- 
ment:—Of the Budget provision bf £781 
million, £327 million, or 42%, was 
being spent on the production of wea- 
pons, research, and on 
Most of the additional £100 million 
already authorised will be spent on 
these items. 

(g) Substantial increases in the pay 
of the regular members of the Armed 
Forces and an extension of the period 
of conscription from 18 months to 2 
years—the extra six months at the new 
rates of vay for regulars—were an- 
nounced on 3lst August. The estimated 
cost of the pay increases is £6842 mil- 
lion a year. : 


ll. Overseas Trade 


(a) Exports of British goods con- 
tinued to do well in July. The follow- 
ing table shows recent progress: 


Volume of United Kingdom exports (Index) 


153 


Among the groups of exports that 


have shown marked gains in 1950 com- 
pared with 1949 are:— 
(i) Vehicles (road, rail, sea and air) 
(ii) Machinery 
(iii) Iron and steel products 
(iv) Woollen yarns and manfactures. 


installations. 


Kee U LA 0 


Vv 


1950 FAR EASTERN ECONOMIC REVIEW 34] 


RAILWAYS IN CHINA 
By Our Peking Correspondent 


Much damage was done to the rail- . 
ways on the Chinese mainland during 


the various stages of the war of liber- 


ation but with the restoration of rail- 
way traffic emphatically earmarked as 
the most urgent recovery programme, 
the new regime has succeeded during 
the past year and half in putting to 
traffic 22,126 kilometres or 90% of the 
total length of 25,089 km. of railways 
within liberated China. i.e. ‘mainland 
China (total railway length in China 
including Taiwan and Hainan being 
26,856 km. ) 

Speedy Restoration : In view of the 
magnitude of damage done to the 
railways in China through war opera- 
tions, their restoration to normal traffic 
in so short a time to such a great satis- 
faction is a feat to be lauded. The 
resumption of rail traffic has followed 
the developments of the liberation 


(b) Exports to North America:— 
July was a good month for British ex- 
ports to North America. When trans- 
lated into their U.S. dollar value, 
shipments to Canada and the U.S.A. 
were $61 million—a record. 


United Kingdom exports to Canada and 
the U.S.A. 


(Monthiy averages—U.S.$ million) 


* Converted at $4.03-—£1 


It will be seen that: the U.S. dollar 
equivalent of exports in July was 
greater than the best figure reached 
before devaluation. An_ outstanding 
shipment to the U.S.A. in July was 
2,106 tons of tin worth £ 1,361,000, 
while t6 Canada the United Kingdom 


/,963 motor cars worth £2,110,- 


war. Between April sind October, 1949 
when the theatre of war was carried 
to the south of the Yangtse, restoration 
work was earnestly done to the lines 
north of the river: During that period, 
a total of 4,475 km. was put back to 
communication. The railways con- 
cerned were Mukden-Shanhaikwan, 
Tientsin-Pukow, Shanghai-Nanking, 
Tsinan-Tsingtao, Shanghai-Hangchow 
lines and parts of the Canton-Hankow 
and Chekiang-Kiangsi lines. During 
October to the end of the year when 
the liberation of south and southwest 
China was achieved railway restoration 
was extended to that area. 2,665 km. 
was put back to traffic during this 
period. The lines restored were 
Canton-Hankow, Chekiang-Kiangsi, 
Hunan-Kwangsi-Kweichow Railways 
as well as two important lines north of 
the Yangtse: the Peking-Hankow and 
the Lunghai. Those in Manchuria and 


Inner Mongolia resumed traffic in the 


earlier part of 1949. Thus the res- 
toration of rail communications went 
on almost in concert with the eviction 
of the KMT forces from the mainland 
by the Liberation Army, which fact 
realized another of Mao ‘Tse-tung’s 
forceful slogans: ‘Let rail traffic be 
restored to wherever the People’s 
Liberation Army advances!’. 

Much praise has been given to the 
zeal and concerted efforts of the rail- 
way workers, the railway corps of the 
PLA and the local populace along the 
rail lines in the .work of repair but 
more eminence has been displayed in 
the praise given to the assistance ren- 
dered by Soviet experts toward the 
same work, particularly in the cases 
of the renair of the Hwai River Bridge 
and the No. 8 Bridge along the Lung- 
hai Railway which is supported by 
columns over 38 metres high known 
as the highest in China. There seemed 
to have been some controversy over 
the theory and method of the restor- 
ation of these bridges between Chinese 
engineers and {Soviet experts. In the 


end Soviet views prevailed and the 
result has been proved successful and 
therefore enthusiastic commendation 
was duly and fully accorded. 

Administration: The Ministry of 
Railways has divided railway China 
into three districts under different 
railway administrative bureaus: the 
the Northeastern District (outside the 
Great Wiall), the Northern District 
(south of the-Great Wall, north of the 
Yangtse), and the Southern sate 
(south of the Yangtse). 

The Northeastern District: prior to 
the establishment of the Sino-Soviet 
Chung Chang Railway Company last 
April, all the railways within this dis- 
trict were administered by five Rail- 


ways Bureaus under the Northeast 


Railways General Bureau. These ad- 
ministrative organs were known as 
Harbin, Tsitsihar, Kirin, Mukden and 


’ Chingchow Railway Bureaus. Now the 


Sino-Soviet Chung Chang Railway 
Company formed in accordance with 
the provisions of the Sino-Soviet Man- 
churian railway agreement concluded 
last February is exercising administra- 
tion over the former Chinese Eastern 
Raitway and the 
Railway. This railway system is T- 
shaped extending diagonally across the 
whole width of Manchuria from Man- 
chouli on the northwest border to 
Suifenho on the Korean border and 
from the heart of Manchuria, Harbin, 
to the southernmost tiv. Port Arthur. 
This joint administration will last, as 
is also provided in the agreement, 
until the conclusion of the peace treaty 


with Japan, thence China will have 


soverign control of these two most 
important Manchurian lines. Three 
railway bureaus now under the Office 
of the Special Representative in Man- 
churia of the Ministry of Railways stil! 
remain managing the other lines: 
Tsitsihar, Kirin, and Chingchow Rail- 
way Bureaus. The whole Manchurian 
railway net is divided into 26 trunk 
lines with 61 branch lines having a 
total length of 11,066 kilometres. 
The Northern District: The Minis- 
try of Railways keeps 4 railway 
bureaus for this district: Tientsin, 
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Tsinan, Taiyuan and Chengchow Rail- 
way Bureaus. This district contains a 
total of 8,386 km. of railways sectioned 
into 12 trunk lines with 60 branch 


lines, the longer ones_ being the 
Peking-Hankow and the Tientsin- 
Pukow lines. 

The Southern District: There are 


two Railway Bureaus in this district: 
Shanghai and Hengyang, also under 
the Ministry of Railways. The total 
length of the railways within this dis- 
trict measures 7,403 km. divided into 
22, trunk lines and 26 branch lines, the 
longest being the Canton-Hankow. 
New Lines: Work is progressing on 
two new lines. One is called the 
Tien-Lan Line, from. Tiensui in 
northern Szechuen to lLanchow in 
Kansu and the other, the Chen-Yu 
Line, from Chengtu’ to Chungking. 
The Tien-Lan Line which will be 376 
km. long is actually the last section to 
complete the Lunghai line. Work was 
started in April this year and the con- 


struction of the roadbed is to be com- 
pleted within the year while the laying 
of rails and the consequent opening to 
traffic form the programmes for the 
next year. 
Chungking line was begun on the 16th 
of June this year and by now 60% of 
the roadbed for the whole length of 
530 km. has been finished. There will 
be 18 tunnels and 5 bridges of_ con: 
siderable size along this line. The 
laying of rails is being carried out 
simultaneously and a_ section of 125 
km. from Chungking is expected to be 
opened to traffic by the-end of this 
year while the completion of the whole 
line is scheduled for the end of next 
year. This line was originally the work 
of the KMT Chengtu-Chungking Rail- 
way Engineering Bureau formed in 
1936 with French capital but the work 
never exceeded some surveying, pur- 
chasing of road rights, laying founda- 
tions for part of the roadbed and such 
like initial jobs. 


STABILISATION OF COMMODITY 
PRICES IN “CHINA 


By Our Peking Correspondent 


Unrelenting efforts by the new Chinese 
government during the past six months 
in its attempt to balance the state bul- 
get thereby halting inflation and stabi- 
lizing prices have reaped the most 
satisfactory fruits. With increased 
state revenues and retrenched expen- 
ditures the state deficit for 1950 has 
been reduced to 60% of that expected 
in the 1950 Budget. Very few bank 
notes are being printed and in fact a 


North East 


Central South- North- North- 

Month China China South west west east China 
January 117.8 131.8 126.1 146.4 126.5 102.5 126.6 
February 183.2 197.3 201.3 316.3 216.4 170 203.3 
peercn 5... 213.8 225.9 221.2 332.3 219.3 100.9 226.3 
170.4 159.5 278.2 139.4 96.3 169.9. 
eee 156.7 160.8 151.8 252.8 126.6 91.9 156.7 
mune. oe. 154.9 163.7 150 242.7 123;3 87 155.8 

Comparative percentages of monthly price fluctuations:— 
North East Central South- North- North- All 

Month China China ~~ South west west east China 
January 3 
repruary ... +54.7 + 47.6 +53.5 +110.5 +55.2 + 0.5 +57.4 
March . —l1 —12.9 —19.4 — 5.2 —36.7 — 5.5 —15 
—16 —19.5 —19.7 — 26.8 —24.8 + ] —20.1 

eo — 2.1 + 5.8 +44 — 11.5 — 2.4 — 6.6 + 0.3 
wae + 3.2 + 7,1 + 4.7 + 21.5 + 7.2 + 0.5 + 7.6 


It can be readily seen then that price 
trends 
gone through three stages. The period 
January to mid-March marked the 
soaring stage, the worst since the in- 
auguration of the new government in 
October last. Mid-March then took a 
sudden turn and decline in prices began. 
As seen from the table there was a 
drop of 15% in March. The drop con- 
tinued more sharply during April with 
prices coming down by 20.1% for the 
month. The downward trend began to 
wane from May. It was during this 
Stage that the government put into 
effect a series of economic measures 
chiefly by dint of which the stabiliza- 


since January have roughly. 


new economic era for the nation has 
been unfurled. The most vivid picture 
is the stabilisation of commodity prices 
throughout the country. 


Commodity price indices for January- 
June, 1950, taking December, 1949 as 
100 (computed from wholesale prices 
of 25 chief commodities prevailing in 
various big cities in the different poli- 
tical areas of the nation): 


All 


tion of prices was realized. Besides, a 
unified taxation system has also played 
an important role in bringing the na- 
tion’s economy to the present stabilised 
situation. Since May an atmosphere 
of stable commodity prices has prevail- 
ed all over the country up to the pre- 
sent, and it is quite probable that the 


atmosphere will not break for some 
time to come yet. 


It was generally realized and the 
government also admitted that if there 
was no means to cover the 1950 budget 
deficit, note printing presses could not 
be possibly stopped. And then there 
would be the vicious circle again—more 


Work on the Chengtu- 


notes — higher prices — higher prices— 
more notes. But the government faced 
the situation with determination. So in 
March a set of economic measures was 
enforced hitting the economic hard nut 


with three hard blows—the retrenchment 


in government expenditure, the in- 
crease in state revenue and the control 
over cash receipts and payments of 
government enterprises and institutions 
with a view to obliviating idleness of 
cash returns to the government. 

So the call for austerity and retrench- 
ment on the part of all government 
enterprises, civil administrative organs, 
schools, and even the army was signal- 
led and has been received with great 
enthusiasm. Austerity plans have been 
devised and adopted everywhere, per- 
sonnel have been restricted to the 
minimum and remuneration has been 
kept at a very low level. Inactive army 
units have been put to productive pur- 
poses, particularly the raising of crops 
on isolated grounds. Thus much gov- 
ernment expenditure has been saved. 


Another programme that also saved 
government expenditure and even to a 
certain extent foreign exchange was the 


-inventorising of all government ware- 


houses, godowns and depots. This 
nationwide stocktaking has unearthed 
huge quantities of unlisted valuable 
stocks of tools, materials and other 
goods many of which have to be other- 
wise imported. 


One of the economic measures aims 
at the centralized control of the nation’s 
cash payments and receipts and the 
dispensation of public grain. For this 
purpose the government has authorized 
the People’s Bank of China to act as 
National Treasury with offices all over 
the country. All tax returns must be 
paid daily to these state treasuries and 
no tax collecting organ may keep the 
returns for any length of time or under 
its own name. This control over cash 
has been extended to all government 
institutions and government trading or- 
ganisations. The government is thus 
enabled to have full knowledge of its 
daily cash position and may regulate 
its cash payments accordingly so that 
no government cash funds will remain 
idle when there is use for them. The 
Ministry of Finance controls fully the 
dispensation of public grain. Local 
governments, unless authorised, have 
no right to put to uses of their own ~ 
public grain collected within their dis- 
tricts. 


Centralised control over government 
trading organisations and co-operatives 
in also contained within the economic 
measures. This control has empowered 
the government to regulate market con- 
ditions through shrewd dumping and 
purchasing of essential commodities and 
certain industrial raw materials and 
through interchange of these supplies 
among the different areas within the 
country. For instance the transporta- 
tion of Manchurian grain to Shanghai 
in the latter part of 1949 helped stabil- 
ize the food price in that city. Such 
interflow of goods has not only helped 
in regulating prices but has also made 
hoarding and profiteering a losing ven- 
ture sO much so that these practices 
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MALAYA‘S FORESTS AND TIMBER RESEARCH 


The forested area of the Federation 
of Malaya is approximately 75 per cent 
of the total area of 51,000 square miles, 
and 55 per cent of this area, or about 
28,000 square miles, is potentially ex- 
vloitable. There are about 2,500 known 
tree species in Malaya, more than are 
found in India or in Burma. Many of 
these tree species are of small size and 
the majority are so scattered that it is 
rare to find as many as one mature tree 
of one species per acre of forest. Until 
comparatively recently only a very few 
of these tree species were being utiliz- 
ed for timber but the information 
gained at the Timber Research Labora- 
tory, which was established at Sentui 


in 1927, and is the only institution of © 


its type in the Colonial Empire, has 
very greatly assisted in the exploita- 
tion of a much greater part of the 
forest crop. This crop, which is main- 
iy timber, provided revenue to Malaya 
of nearly $4,700,000 in 1950 and is the 
source of an overseas trade which is 
now valued at over Mal. $8% million 
per year and is rapidly increasing. 

In Malaya attention has been devot- 
ed to the structure, mechanical and 
physical properties, seasoning qua- 
lities, durability and preservation ot 
timber, with some investigation of 
woodworking characteristics and suit- 
ability for special uses. The structure 
of most of the timbers of Malaya has 
now been examined and described, and 
the Forest Department has a reference 


with their lucrative lures have become 
phenomena of the past. 

The government knows quite well 
that its main source of cash revenue 
comes from taxation in urban areas, so 
very stringent control has been exer- 
cised over the work of tax collection 
which has become a success unprece- 
dented in China although the people 
generally wail that they are being too 
highly taxed. 

The floatation of the Victory Bonds, 
often regarded as another wealth level- 
ling process, did recall huge amounts 
of notes to government coffers and is 
therefore an important factor in the 
task of halting inflation. 

All in all the new regime has achiev- 
ed something when one considers what 
a chaotic economic setup China was 
when the communists took up the reins 
of government about a year ago. Con- 
fidence in paper currency has been re- 
established. The barter system which 
developed in the Chinese rural areas 
during the worst KMT' inflationary 
period of the Gold Yuan has disappear- 
ed and the Jen Min Piao (People’s 
Banknote) whose native purchasing 
power has_ risen by over 30% since 
February is gladly accepted as the na- 
tion’s legal tender. 

If the government does not get itself 
involved in the Korean conflict or start 
a military venture in Indochina or be- 
gin the campaign to liberate Taiwan 
and Tibet, the event of any of which 
will undoubtedly incur heavy expendi- 
ture, commodity prices will continue to 
remain stable as they are now. 


collection of over 6,000 authenticated 
wood samples representing over 1,300 
tree species and are in a position to 
identify almost any piece of wood from 
Malaya. The study of the structure of 
wood is of value in a preliminary as- 
sessment of its potential uses. For 
example, timbers with minute particles 
of silica cannot be easily sawn, timbers 
whose vessels or pores are _ clogged 
with resins or gums or otherwise ob- 
structed cannot be readily treated with 
preservatives, and timbers with short 
fibres are not generally suitable for 
conversion to paper pulp. 


The mechanical properties that have 
been investigated are the strength and 
stiffness in gradual bending and _ in 


bending under the impact of a ham-: 


mer, the resistance to cleavage and to 
compression along and across the grain, 
the strength in shear, and the hardness. 
These properties are determined from 
a large number of experiments carried 
out on special testing machines. The 
methods employed conform exactly to 
those adopted in other laboratories in 
the English speaking countries of the 
world. One of the subjects discussed 
at a meeting held in Canada in 1948, 
was recent developments in timber 
developments in timber testing and the 
revision of Standard methods and con- 
ditions of testing. As a result of the 
standardization of test procedure it is 
possible to compare the strength of 
Malayan timbers with those from the 
U.S.A. and from all the principal coun- 
tries of the British Commonwealth. In 
Malaya material from five trees each 
of 38 different timbers has been tested 
and from three trees each of another 
36 species. Tables of allowable work- 
ing stresses are available for the more 
common Malayan timbers, many of 
which are stronger than Teak, and 
which undoubtedly could be used in 
appreciably smaller sizes than is the 
normal practice in this country. Work 
has also been done on the strength of 
poles and pit props. 


In the section dealing with seasoning, 
observations have been made on the 
rate of drying 
timbers received for mechanical test- 
ing; on sleepers and on some structural 
timbers. Experiments have been carri- 
ed out with different types of end coat- 
ings to reduce end splitting and with 
different chemicals considered suitable 
for the control of the straining that so 
commonly spoils the appearance of 
light coloured wood. A kiln was in 
operation for a few weeks before the 
war but was damaged, and for this and 
other reasons has not been restored. 


In the wood preservation section, 
which is equipped with tanks for non- 
pressure soaking treatments and with 
plant for the 
under hydraulic pressures un to 200 Ib. 
per sq. in., the main part of the ex- 
perimental work has been with rail- 
way sleepers. About 20,000 sleepers 
of different species have been treated 
with preservatives most of them hav- 
ing been subsequently submitted to 


and shrinkage of all 


pected that the 


impregnation of wood - 


service trials in the main lines of the © 
Malayan Railway. It has been proved 
that secondary hardwoods such as 
Keruing and Kempas can be made to 
last much longer than the well, known 
durable hardwoods such as Chengal 
and Balau and the cost of the treated 
Keruing sleeper is today appreciably 
less than a primary hardwood sleeper. 
Other timbers treated at the preser- 
vative plant have been fence posts, pit 
props, power line poles, wagon planks, 
roofing shingles, etc. Experiménis 
have been and are still being under- 
taken with many mixtures of chemi- 


cals that are in use as wood preserva- 
tives, 


The natural durability of timber, by 
which is meant its resistance to decay 
and termites (popularly known as 
white ants) is assessesd by half bury- 
ing test specimens at two sites near 
Kepong. A third site at Sentul was in 
use uv to 1941, but was destroyed dur- 
ing the Japanese occupation. These 
testing grounds are also used to pro- 
vide a comparison of the effectiveness 
of different preservatives in protecting 
timber. Fibreboard and other material 
not suitable for burial is exposed to 
termite attack in a covered shed. In 
addition to these durability tests a 
large amount of material has been 
subjected to service trials, which are 
regularly inspected. These trials in- 
clude over 20,000 railway sleepers, 
800 fence posts, power line poles, 
bridge timbers, roofing shingles, etc. 
Before the war tests were made of the 
resistance of treated and untreated 


timber to marine borer attack. 


Special investigations have included 
the examination of the suitability of 
local woods for hammer handles, bat- 
tery separators, golf club heads, ete. 
and exposure trials of different types 
and colours of paint. 


The Timber Research Laboratory is 
at present situated at Sentul on land 
leased from the Malayan Railway who 
now’ wish to use of the site 
themselves. The buildings were badly 
damaged by bombing in 1945 and have 
not been fully restored. As the result 
of a very generous grant from. the 
Colonial Development and Welfare 
Fund vlans have now been completed 
for the erection of a new research 
laboratory at Kepong and for the 
building of quarters for the laboratory 
staff. The new laboratory will be ad- 
jacent to the Forest Research Institute 
so that all research in the Department of 
Forestry will be centralised. It is ex- 
laboratory will be 
developed as the centre for forest pro- 
aucts research not only’ throughout 
Maiaya but also for North Borneo, 
Sarawak and Hongkong and may pos- 
sibly undertake some work for neigh- 
pouring territories such as Siam and 
Indonesia. 


The future programme of timber 
research will cover all those projects 
that have been referred to previously, 
but additions will be made to the 
equipment and scope of the investiga- 
tions of each section and new sections 
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will. be added. In 
testing section of the laboratory it is 
proposed to instal a toughness tester, 
a glue testing machine, a tensometer 
for tension tests and a machine for the 
testing oi large nailed, bolted and 
glued structures and for joints made 
with modern timber connectors. In the 
seasoning section it is hoped to begin 
work with steam bending equipment 
and small kilns. In the section of 
wood preservation future plans’ en- 
visage experiments with chemicals that 
will reduce shrinkage and the hazard 
of fire. Investigations in the wood- 
working section will include the ex- 
amination of the turning and moulding 
qualities of Malayan timbers and their 
_ prospects for shingle cutting. 


A new section of veneer and gluing 
is to be introduced. This will deal 


with the suitability of Malayan woods 


for peeling and slicing and with pro- 
blems concerned with gluing particular- 
ly those of the modern synthetic type 
or:glue. Also it is hoped to have a 
small laboratory where experiments 
can be made on the production of pulp 
from Malayan woods. and preliminary 
assessment of the vossibilities of fibre- 
board manufacture. 


A great deal of the wealth of Malaya 
is in her forests which are the property 
of the people of the country. If pro- 
-perly guarded and treated the forests 


may continue to be the source of in-- 


creased wealth (and health) when the 
value of other assets may have dimi- 
nished. The wealth of the: forests is 
, mainly in its timber. It is to the 
Colonial Development and Welfare 
Fund that Malaya is indebted for the 
facilities for the further and increased 
investigation of this source of natural 
wealth. 


Agents for Far Eastern Economic 
Review for the United Kingdom 
and the Continent of Europe: — 


Arthur H. Wheeler & Co. 
(founded 1872) 


St. Stephen’s House, 
Victoria Embankment, 
London, S.W.1. 
Cables: Brockleigh, London 


Telephone: ABBey 6470. 
Inquiries regarding  subscrip- 
tions and advertisements may be 
addressed to the London Agents . 
or to the Hongkong office. 


* 


Annual subscription fee 

for air express delivery 
of the Far Eastern 
Economic Review .... & 6. 

Subscription fee for sea 
mail delivery ..... £ 4.10.= 
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THE HONG KONG JOCKEY CLUB 
NOTICE TO MEMBERS 
SEVENTH RACE MEETING 


Saturday, 23rd September, 1950. 


There are ten races, the First Bell will be rung at 1.30 p.m. and the 
First Race will be run at 2.00 p.m. 


Through Tickets (10 Races—$20) may be obtained at the Compradore 
Office of the Treasurers, lst Floor, Telephone House, also tickets for the Cash 


Sweep on the last race as well as the Special Cash Sweep for the “Kwangtung 
Handicap” scheduled to be run on 7th October, 1950. 


To avoid congestion at the Club’s Offices at Telephone House, non- 
members are requested to purenase their sweep tickets at the Club’s Branch 


Offices at:— 
5, D’Aguilar Street, Hong Kong 
382, Nathan Road, Kowloon. 


MEMBERS’ BADGES AND ENCLOSURE 


Members and guests are reminded that they and their ladies MUST 
wear their badges prominently displayed throughout the Meeting. 


NO ONE WITHOUT A BADGE WILL BE ADMITTED TO THE 
MEMBERS’ ENCLOSURE. 


Badges admitting ladies not in possession of Brooches or Season tickets 
and gentlemen, non-members of the Club, to the Members’ Enclosure and Club 
Rooms at $10.00 including tax, for ladies or gentlemen are obtainable through 
the Secretary on the written or personal introduction of a member, such 


member to be responsible for all visitors introduced by him, and for payment | 
of all chits etc. 


| Badges admitting to Members’ Enclosure will NOT be on sale at the 
RACE COURSE. 


The Branch Offices and the Pronauneey Compradore Office will close at 
11.00 a.m. and the Secretary’s Office at 11.45 am. The Treasurers’ Compradore 
Office and the Secretary’s Office are situated at lst Floor, Telephone House. 


A limited number of tiffins will be obtainable at the Club House provided 
they are ordered in advance from the No. 1 Boy (Tel. 27818). 


NO CHILDREN WILL BE ADMITTED TO THE CLUB’S PREMISES 
DURING THE MEETING. 


PUBLIC ENCLOSURE 
The price of admission to the Public Enclosure is $3.00 including tax 
for all persons including ladies, ‘and is payable at the Gate. 


BOOKMAKERS, TIC TAC MEN ETC., WILL NOT BE PERMITTED TO 
DURING THE RACE MEETING. 


MEALS AND REFRESHMENTS WILL BE OBT IN THE 
RESTAURANT IN THE PUBLIC ENCLOSURE. 


SERVANTS’ PASSES 


Servants’ passes will be issued to private box holders only, who are 
requested to distribute them with discrimination and to endorse their names 
on the passes. Holders of such passes are not permitted in the Members’ 


Enclosure except for passing through on their duties and must remain in their 
employers’ stands. 


BY ORDER, 
S. A. Sleap 
Secretary.- 


OPERATE WITHIN THE PRECINCTS OF THE HONG KONG JOCKEY CLUB | 


No. of 


Factories Employees 


2 


No. of 
1 


No. of 


Factories Employees 


No. of 
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COTTON SPINNING IN HONGKONG 


There are thirteen cotton spinning 
mills in Hongkong. Their names and 
equipment are as follows:— 


No. of 

Name of Mill Spindles 

East Sun Textile Co., Ltd. .... 5,200 
Hongkong Cotton Mills Ltd. .. 37,400 
Kowloon Textile Industries Ltd. 25,000 
Lea Tai Textile Co. Lid ..... 5,000 
Nanyang Cotton Mill. Ltd. .... 25,000 
Oriental Cotton Spinning & : 
mreaving Co. Lid. 8,000 
New China Textile Ltd. ...... 10,000 
Pao Hsing Cotton Mill Ltd. .. 5,000 
Shanghai Textile Ltd. ....... 13,000 
mourn textiles Lid. ......%.. 6,000 
South China Textile Ltd. .... 12,000 
South Sea Textile Mfg. Co. Ltd. 10,000 
Wyler Textile Lid. .......... 28,700 
190,300 


All were established after the war. 
Most of the machinery, ordered by 
Shanghai Mill owners, was intended for 
installation in China. It was diverted 
to Hongkong because of the unsettled 
conditions in China, and because Hong- 
kong offered security, and reasonable 
operating conditions. 


The mills are well equipped with 
efficient up-to-date machinery. The 
buildings are solid, spacious, and well 
adapted for the purpose required. The 
management on the whole is good. The 
yarn produced compares well with the 
best standards; it is far superior to 
Indian yarn, better than Italian, Bel- 
gian, Japanese or Shanghai made yarn. 
It is not inferior to yarn made in Lan- 
cashire, the birthplace of cotton spin- 
ning. This is due partly to the good 
quality of cotton used by the Hongkong 
mills, partly to the efficiency of the 
machinery, and vartly to good manage- 
ment. Recently, we arranged for Mr. 
H. Stoit, one of the most experienced 
of the Mill Managers of the Calico 
Printers Association to inspect one of 
the Hongkong Mills, and his report was 
very satisfactory. He examined each 
process, and made comments on what 
he saw. We quote sections of his re- 
port as follows:— 

“At the Rings, the yarn being produced 
was of very good quality indeed. The 
levelness of the yarn was noticeably 
good, and the count and strength varia- 
tion was better than the majority of 
yarns being produced in the Chinese 
Mills in shanghai. Productions being 
obtained and also efficiencies were also 
very good indeed. The figure of 110-lbs. 
per machine per 10 hours for 32s was 
very good, and cannot be improved upon 
without affecting the quality of the spin- 
ning. 

‘In conclusion, I should like to state 
that, during my short. visit at the Mills, 
it is my opinion that they are very well 


Note:—The above report on Hongkong’s 
cotton spinning industry was compiled by 
the firm of The China Engineers Ltd. 
who have themselves a considerable in- 
terest in the local spinning mills as will 
be seen from the annual report of the 
chairman of The China Engineers Ltd. 
appearing elsewhere in this issue. The 
British company publishes a quarterly 
review which contains, in its No. 55 
issue, the above article. The company’s 
headoffice is in Hongkong and branch- 
offices are maintained in Shanghai and 
in Taipeh (Taiwan). 


managed and efficient, and quality of 
the materials being produced is very 
good indeed.”’ 


At the time when it was decided to 
promote these mills in Hongkong, the 
market was favourable. Large profits 


were possible, money was easy, capital 


readily obtainable, and remittances 
were still flowing in from China. Under 
these favourable conditions, the mills 
owners neglected the opportunity of 
obtaining adequate capital. They op- 
timistically anticipated that capital 
could be built up out of profits, 
that credit could be arranged without 
difficulty, or that further funds could 
be obtained from China. By the time 
the mills got going, the market was 
quite different; instead of manufactur- 
ing profits, there were manufacturing 
losses, and there were losses due to 
delays in the arrival of plant. The 
mills were seriously under-capitalised, 


and new cavital was unobtainable. 
They approached the Banks, but could 
get comparatively little assistance. 


They were forced to borrow money at 
rates of interest as high as 2% per 
month. They sold yarn at any price in 
order to obtain cash. There was no 
possibility of systematically developing 
markets. Hongkong yarn was sold at 
prices approximately 10% cheaper than 
Japanese yarn, and at about the same 
as Italian prices, though the quality is 
superior to both. 

In order to overcome these difficulties, 
two essential steps were necessary. The 
first, to build uv overseas markets and 
sell at economic prices, eliminating the 
ruinous competition which had de- 
pressed prices to such low levels, the 
second to provide cheap financing. We 
have participated in a scheme to form 
a central selling organisation. A group 
of eight spinning mills and three weav- 
ing mills has been formed, and the pro- 
duction of all the yarn and cloth of the 
group will be sold through The China 
Engineers Ltd. This will provide the 
Mills with better market information, 
and will enable them to develop over- 
seas markets. It will also eliminate 
uneconomic competition. At the same 
time The China Engineers Ltd. will 
endeavour to finance the raw material 
used in the Mills, by supplying cotton 
on credit, giving the mills time to con- 
vert the cotton into yarn before pay- 
ment is required. It is hoped that these 
measures, in course of time. will place 
the Mills in a sound financial position. 

The question is often raised whether 
Hongkong is a suitable centre for cotton 
spinning. The argument is used that 
fifty years ago a large British Company 
started uv a mill in Hongkong; that the 
venture failed, and eventually the mill 
was transferred to Shanghai, where it 
was a success. The reason for that 
failure is not apnarent, but this can be 
said,—England and Japan are the two 
world leaders in the cotton spinning 


indusiry. Both import all the cotton 
they spin: both export most of the 
finished goods. Hongkong is in the 


same position, with the added advant- 
age that labour is cheaper than in 
England, and not dearer than in Japan. 
It is quite true that Shanghai is a better 


centre than Hongkong; it is likewise 
better than Lancashire or Japan, be- 
cause labour and power are cheaper, 
and local cotton is available. Never- 
theless there is no valid reason that we 
can see why Hongkong cannot develop 
into a successful cotton spinning centre. 
Concerning the contribution of the 
spinning mills to the trade of Hong- 
kong, a few rough figures may be given. 
The total production of 190,000 spindles 
is about 12,000 bales per month. A 
bale of cotton (400 lbs.) costs about 
HK$800. Thus, the value of cotton im- 
ported into Hongkong is about HK$ 
4 600,000 monthly. The domestic con- 
sumption of yarn is about 3,000 bales 
per month and assuming that 2,500 
bales of this is provided by the local 
mills, there is left a surplus of 9,500 
bales which must be exported. The 
export price is about HK$1,200 per — 
bale. Thus, the value of yarn exported 
from Hongkong is HK$11,400,000 per 
month. In addition, the yarn supplied 
to the domestic markets is converted 
into cloth and knitted ware, much of 
which is also exported. Thus the spin- 
ning mills are making no small con- 
tribution to the trade of the Colony, in. 
the employment of labour, in exports, 
imports, shipping and insurance. 


Hongkong Cotton Spinning 
Mills 


There are 13 spinning mills in opera- 
tion which produced the following 
quantities of yarn (in lbs) for the 
months January through May 1950:— 
3.3 million, 3 m.,.4.2 m., 4.1 m., 4.5 m. 
Spindles in operation (at end of May) 
174,323 (against 156,879 in January). 
Yarn production for 1949 _ totalled 
23,746,000 lbs. or less than 2 m. Ibs. per 
average month. This year’s production 
may exceed 47 m. lbs. 


Hongkong Electricity and 
Gas Production 


The two light and power companies 
here produced in June 24.7 million kw. 
hrs. and in July 25.3 m. kw. hrs. 
Monthly averages for Jan./June 1950 
and for the years 1949 and 1948:—(mil- 
lion kw. hrs.) 22.1; 18.1; and 12.5. 

The gas company produced in June 
38.7 million cubic feet of gas, in July 
37.9 m. Monthly averages for Jan./ 


‘June 1950, 1949 and 1948 (in million 


cubic feet): 41.2; 32.7; and 23.9. 


Hongkong Milk Production 


The Colony’s dairies produced in 
June 71,444 gallons of fresh milk, in 
July 73,545 gals. Monthly averages for 
Jan./June 1950, 1949 and 1948 (in gal- 
lons): 71,938; 63,076; and 42,987. 


Hongkong Cement Output 


The cement factory produced in June 
4411 metric tons of cement, in July 
9122 t. Monthly averages for Jan./June 
1950, 1949 and 1948 (tons):—6136; 4889: 
and 4435. 


1950 


— 


“341 


FAR EASTERN ECONOMIC REVIEW 


Hongkong Building Industry 


Building construction proceeds un- 
interruptedly. New houses and pre- 
mises of any description continue to be 
built and planned for early start of 


construction. During the first half of 
this year new building works of all 
types cost $68 million, a monthly aver- 
age of $11.3 m. In July, buildings 
completed cost $12.9 m. \ 


Cost of building work completed 


Jan./June 1950:— 


buildings site formation area 


Cost of building work completed 
during July 1950:— 


buildings site formation area 


$18,210,165 $1,265,200 
17,453,282 872,535 
29,199,175 1,071,804 


$64,862,622 $3,209,539 


city of Victoria 
outside Victoria 
Kowloon and 

New Kowloon 


PLANS RECEIVED AND PLANS APPROVED BY THE 


$ 4,926,619 $ 14,895 city of Victoria 
2,837,284 633,015 outside Victoria 
4,445,040 92,154 Kowloon and 


New Kowloon 
$12,208,943 740,064 


BUILDING 


ORDINANCE OFFICE, 1950 


Note:—The following statistics relating to plans of buildings received and approved 
by the Building Ordinance Office of the Public Works Department afford some in- 


dication of the trend in intention to build or to renovate existing buildings. 


Owing to 


the fact, however, that building lots frequently change hands, and new plans may be 
submitted for approval by the new owners in the place of those already approved, 
the present figures do not afford a precise indication of actual progress in building. 


Monthly 
Monthly Monthly Average July, 
Average Average Jan./June, 1950 
1948 1949 1950 
Plans Received: 3 
European type houses ............ 43 38 30 19 
type Houses 93 62 79 72 
Houses for Repairs & Rehabilitation 30 18 13 15 
Houses for Alterations & Additions . 212 241 428 348 
Houses for Demolition ............ 2 8 5 5) 
Total Plans Received. ......... 492 384 598 490 
Plans Approved: 
European type houses. .........0.. 45 63 39 44 
Chinese. type. Nouses. 77 70 83 45 
Houses for Alterations & Additions . 20 24 10 9 
Houses for Repairs & Rehabilitation 538 560 525 424 
GOGOWNS 3 6 3 1 
Houses for Demolition ............ 3 7 7 7 
Advertising Hoarding ............. — 1 
Block comprising 500 working class 
Total Plans Approved ........ 708 734 692 539 


Note:—Averages of les; than .5 omitted from above table. 


Hongkong Vehicular Traffic 


Monthly Totals of Licensed Vehicles 
and Drivers 


JULY 
1947 1948 1949 1950 
Veiicles: 
Motor Cycles ..... 318 698 886 1037 
Frivate Cars ..... 3117 5168 7199 8703 
274 344 344 344 
_ Public Hire Cars . 251 298 289 288 


Motor Buses ...... 116 ‘194 2399 66377 
Lorries & Vans . 


Rickshaws (Private) 110 97 91 85 


‘0 (Public) 853 853 853 853 
Tricycles 
(Passengers) ... 745 
303 675 807 796 
Hand Trucks ..... 1 3 3 3. 
~- 4 1 10 
Drivers: 
Motor Drivers 
.....; 12744 17575 23407 27926 
Learners’ Licenses* 4653 24645 61396 89317 
Driving Tests* .. 3527 13323 29792 43476 
Public & Private 
Rickshaw Drivers 1890) 
) 1419 4184 4456. 
Tricycles 
Hand Truck _,, | 6 14 14 14. 


*The figures in the above ‘table are 
cumulative totals for each month 
since the re-occupation of the Colony. 
To obtain the total in respect of any 
one month the figure in respect of 
the previous month should therefore 
be deducted from the figure in 
respect of that month. 


Note :—Passenger-tricycle drivers ceased to 
be licensed on 30th June, 1948. 


Hongkong Mining Production 


In 1950 only iron ore was mined; 
other mining production is. dormant. 
Total iron ore mining in Jan./June 
amounted to 87,158 tons. Mining pro- 
ceeds every month with the largest. 
output reported in April (28,200 t.) and 
the smallest in June (9500 t.). In 1949, 
iron ore production totalled 59,181 tons 
(every month but January being work- 
ed, with the highest production for last 
year reported in November, 6876 tons). 


Hongkong Cost of Living 


From the data obtained in enquiries 
at the end of the months of each quar- 
ter in 1947, 1948, and March and June, 
1950, into movements in the retail prices 
of the consumer goods and charges for 
the services commonly purchased by 
the households of clerical and skilled 
technical workers in Hongkong, Retail 
Price Index Figures for these periods 
have been calculated, on a basis of an 
Index Figure of 100 assigned to the 
average prices of such goods and ser- 
vices in March, 1947, as shown in the 
following Table. 


General Retail Price Index Figures on 
the same basis have also been calculated 
by applying, to the average percentage 
figures in respect of the changes in 
price since March, 1947, of each group 
of such goods and_e “services, the 
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“weights” shown at the foot of the 
Table, reflecting the relative impor- 
tance, according to amount and fre- 
‘quency of outlay thereon, of each 
group in the pattern of expenditure of 
the average family of the above men- 
tioned class of the community, as found 
in analyses of the budgets of such 
househglds obtained in family living 
enquiries conducted in March, 1947, and 
in June, 1948. 


The Index Figures for the month of 


FINANCIAL REPORTS 


HONGKONG CLEARING HOUSE 


During July and August the total 
amounts passed through the clearing 
were respectively $1,163,691,397 and 
$1,523,301,810. The latter amount es- 
tablishes a record for Hongkong. 

Monthly averages for 1947—1949 and 
first half 1950: 


Monthly averages millions of $ 


During the week under review prices 
fluctuated within a margin of 3%; there 
were no revorts or rumors of any effect. 
Towards the end of the week the con- 
viction gained ground that the UN 
forces in Korea were going to come 
out victorious and there were new an- 
xieties that the Russians might succeed 
to get communist China involved in the 
conflict. Higher prices were the result 


1947 549.5 of such fears. On the other hand there 
June, 1950, as compared with those for’ (Ge Oe 688.9 were more sober appreciations of the 
the end of first quarter of the year 1947 ‘1g 917.1 Korean situation but as yet the effect 
(100 in each case), show that there has Jan./June 1950 We 911.7 of this reasoning is not apparent. 


been an increase in average price levels 
above those of March, 1947, in respect 


of seven groups, while in respect of five 


groups a decrease in average price 
levels is revealed. These changes, after 
application of the “Weights,” are re- 
flected by a_ rise of 7 points in the 
General Retail Price Index Figures, 
from 100 to 107 since March, 1947. 


Retail Price Indices on Basis 
March, 1947—100 


HONGKONG BANK NOTE 
CIRCULATION 


Bank notes in circulation as at July 
1950: $801,088,337. The Hongkong & 
Shanghai Banking Corp. note issue 
totaled $753,376,770, Chartered Bank’s 
issue $43,045,577, Mercantile Bank’s 
issue $4,665,990. Highest figure in 1950 
was recorded in January with $804.2 
million, lowest in May with $799.8 m. 


Undoubtedly confidence in the 
superior strength of the US has grown 
after the successful landing at Inchon 
in Korea but one does not yet trust 
fully in the US leadership whether they 
will follow uv with more telling action 
the present gain in prestige. If the 
stage of talking big and acting belated- 
ly is now over in America, everything 
would be well and no fears about an . 
extension of the present conflict could 


be expected. However there are, after 

ic tom vas ons re Monthly averages for note issues:— the spectacle of unending word battles 

1968... $769.1 in the US Congress and House of Re- 

1040... 818.4 tees and between the fighting Congress- 

Tif, Clothing 3 the present ‘golden opportunity,’ when 

Peon mcg 83«O3Cti«3ti‘“wQ!tSt7g?~=..2f addition to the issue of the 3 the US has scored a very great success, 
sieeconaciourege eae private banks, Govt has issued notes may again be allowed to evaporate. 
IV. nlm & and coins (as at the end of March 1950) . : 

(a) F me ua i ,, +O a total value of $51,494,985, viz. one Gold forward interest totaled for last 

oe oo’ 0 106 105 dollar notes $40,615,335, subsidiary week 61 cts. or about 11% v.a. (in 

Light... 79 65 62 62 59 notes $5,029,960, ten cents coins $3,539,- 


(c) Cleaning. 93 96 ee 93 
V. Other Items: 


(1) Education 100 100 100 100 #100 
(2) Tobacco & | 
Cigarettes 100 100 113 113 £113 
(3) Doctors & © 
_. Medicines 91 104 104 104 # £104 
(4) Fares..... 100 100 -100 100 
(5) Household 
: Equipment 79 80 108 99 82 


973, five cents coins $455,000, and nickel 


coins (out of circulation) $1,855,116. 


HONGKONG FREE MARKET — 
EXCHANGE & GOLD 


GOLD:—Highest & lowest rates per 
945 fine tael $2971% — 290% equiv. 
to .99 fine oz and tael prices of $259— 
253.12 and $311.66—304.59 resp. Cross- 


favor of sellers, per tael of .945 fine). 
Forward contracts: 310,800 taels (daily 
average 51,800). Daily average position: 
163,000 taels. Cash bars: 58,500 taels 
(43,310 listed in Exchange), of which 
50,700 changed hands among interest 


hedgers, 7800 exported (to India 2800, 


Bangkok 3200, Singapore 2100), Im- 
ports: 9700 taels, all from Macao. Differ- 
ence between Macao and local price 


rates US$40% high, 3934 low. Macao about $8 in favor of Hongkong. Macao 
(6) aan ca: pate and Canton .99 fine tael prices $30434— imports of last week 50,000 ozs, the 
ressing . 800% and $303-——298 pean. last batch of previously contracted bul- 
7) pipe & lion. Differences paid for .99 fine bars, 
Stationery 100 130 130 130 130 Highest & lowest rates for gold (.945 on ton of .945 fine price, from $14—14.80 
(8) Shoe fine tael) and US$ (TT New York):— _ for certified, and $10—10% for uncer- 
6 US$ tified bars (per tael). 
(9) Rates... 100 100 100 100 100 Sept high low high low 
RETAIL PRICE V4 64034 638% $4.78 — 4.80, dollar coin 3.01 — 3.06, 
(March, 1947=100) 88 92 112 113 107 13 ...... 29514 293% 640 638% ‘twenty cents coins 2.35. Business done: 
(i) I t of the calculati fJune, 19 ..---. 2 293 2 
1946, the folowing. found ...... 29715 29414 63934 63814 2.85 ver dollar coin, in Shanghai $2.75 
ge budgetary enquiry of March, 
Food, 52,; Rent, 8; Clothing, 7; Fuel, 5; ie 


Electric Light, 1; Cleaning, 2; Educa- 
tion, 3.75; Tobacco and Cigarettes, 
2.75; Doctors and Medicines, 2.75; 
Fares, 2.25; Household Equipment, 
2.25; Hairdressing, 1.50; Newspapers 
and Stationery, 1.50 Shoe Repairs, .5; 


Honkong Rice Supply 


Rice received 


under Allocation from Thailand, Burma, Indochina and Egypt 


Bangkok Burma Saigon Egypt Total 
et : Period Weight Weig eig Weig eig 
the M/Tons Nett M/Tons Nett M/Tons Nett M/Tons Nett M/Tons Nett 
found in the budgetary enquiry of 
June, 1948: Total 
_ Food, 51; Rent, 9; Clothing, 7; Fuel, 4: » June-Dec., 1945 14,803.93 6,233.57 — 837.73 21,875.23 
Electric Light, 1; Cleaning, 2.5; 70,893.07 8,193.22 — — 79,086.29 
Education, 2.5; Tobacco and Ciga- Es 34,856.25 32,924.45 8,869.70 ‘_— 81,296.41 
rettes, 3; Doctors and Medicines, 2.5; iv bbe oc oe 58,095.24 26,257.85 15,619.62 4,646.01 109,972.71 
Fares, 2.25; Household Equipment, 3,585.00 17,323.56 — 70,908.56 
1.75; Hairdressing, 1.50; Newspapers » ist Qtr., 1950 20,000.00 — = — 20,000.00 
and Stationery, 1.50; Shoe Repairs, 699.40 8,136.02 5,997.48 43,833.25 
Rates, .25. 
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(rates are quoted in foreign currencies 
on the black markets in China). Higher 
prices were paid abroad (New York, 
India) for silver which had so. far no 
effect on local market. 


US$:—Highest & lowest rates for US 
notes $63544.—632%4, DD 63812—625%, 
TT 64034—63712, equiv. to crossrates of 
US$2.497—2.509. Business done: US$ 
1,450,000 (of which 750,000 in TT). 
Buyers and sellers as usual. Chinese 
communist govt agents were however 
eager buyers. Overseas Chinese remit- 
tances arrived here in larger volume 
prior to mid-autumn festival (Sept. 26). 


BANK NOTES & DRAFTS:—Rates in 


HK$, for Bank of England note 15.60— 


15.70, Australia 12.40—12.58, Canada 
5.70—5.70%4, India 1.08%2:—1.11, Burma 
81—.814%%, Ceylon .94, Malaya 1.744%4— 
1.751%4, Philippines 2.12%2—2.14; (per 
100 currency units) Indochina 13—13.10, 
Siam 26%4—26%4, Indonesia (only .old 
Nica guilder notes traded). 


Malayan exchange business was more 
active as a result of more ‘free market’ 
settling of rubber imports from Singa- 
pore and also of increased triangular 
exchange operations (sterling purchases 
in Singapore, which are not under any 
restrictions vis-a-vis the rest of the 
sterling area, while Hongkong transfers, 
in and out, are controlled efficiently). 
Free Market Malayan $ transactions 
totaled last week M$1,680,000. Japan- 
ese yen was neglected, quoted $153 per 
10,000 yen. 


CHINESE EXCHANGE & FINANCIAL 
MARKETS 


The successive exchange revisions of 
the Bank of China under instructions 
from the People’s Bank of China have 
had 2 morale-boosting effect among the 
Chinese generally and the question is 
now frequently asked whether this ap- 
preciation of the Chinese currency will 
continue. It appears that, for political 
reasons, the Bank of China has acted 
too fast; already black market rates 
valuing foreign currencies higher than 
the Bank of China have appeared all 
over China and on the Hongkong free 
market. As the Chinese communist au- 
thorities, in the past, have shown re- 
markable sense of accommodation and 
seem to be eager to correct mistakes, 
it is possible to anticipate therefore a 
revision of the exchange rate, this time 
appreciating foreign currences. It is 
true that cost of living and commodity 
prices generally are low in 'China when 
compared to neighbouring countries but 
China has already been a cheap place 
to live in and that is going to be the 
case also in the future. 


There is a limit for exchange rate 
adjustments; Chinese and foreign prices 
have to be brought into a closer rela- 
tionship than is observed today but too 
fast appreciation of the so-called Peo- 
ple’s money may cause more harm than 
good. Only 2 months ago the rate of 
the Bank of China for drafts on New 
York and Hongkong was PB$35,000 and 
5690 resvectively; today (as from Sept. 
6) the respective rates are 31,000 and 
4750. (Crossrates, on the basis of 


official. rates, US$2.52 per £, HK$6.52 
per US$). While rouble bloc exchange 
rates have remained unchanged, other 
rates have been revised successively. 
That fact suggests political influence 
on the exchange policy of the People’s 
Bank; and probably the well-meant in- 
tention to induce more confidence on 
the part of the Chinese in the new cur- 
rency by appreciating its foreign ex- 
change value. To a good extent this 
has been achieved as statistics of the 
People’s Bank prove; savings in PB$ 
have gone up and there is now little 
hoarding of gold and US$ (or, in Can- 
ton, HK$). The policy of stable prices 
has worked well and, considering the 
ravages caused by inflation in China 
during the years of war and civil war, 
this achievement is most remarkable. 
Nevertheless, the progressive upvalua- 
tion of the PB$ is not justified and the 
current rates on New York, Hongkong 
etc. might be returned to what they 
were in August (viz. PB$32,000 per 
US$, 4950 per HK$). | 


The black market rates are not 
always’ reliable indicators of the 
value of a currency in terms of 
foreign exchange; the free market 
of Hongkong however may be re- 
garded as reflecting true conditions 
and therefore rates quoted here should 
receive close attention. Last week’s 
local rates for Chinese bank notes were 
HK$1.95-—1.97 per 10,000 or about PB$ 
5100 per HK$ — a difference of some 
10% in favor of Hongkong against the 
official rate. Canton quoted much high- 
er, up to 5500 per HK$. In Shanghai 
black market rates for HK$ are not 
quoted but US$ is still traded at rates 
also 10—12% above official rates. 


There were rumors circulating here 
to the effect that much previous Chin- 
ese flight capital which found a haven 
in Hongkong has now. returned home 
and that this trend continues. To some 
extent this movement has been observ- 
ed for several weeks past. As the in- 
vestment opportunities for this type of 


investors here have been exhausted, at. 


least for some time to come, and Chin- 
ese flight capital has always been of 
the ‘hottest’ type, the continuation of 
this state of affairs, when flight capital 
was lying idle, could not be expected. 
Hongkong is not the poorer for’ the 
exodus of parts of the funds of the 
largely unwelcome refugees from the 
mainland; on the contrary, a consider- 
able portion of this ‘hot money’ has 
been employed in speculative manoeu- 
vers which often have done harm _ to 
the economic life of the community. 


The fact that since a few months 
there has been a reflux of capital to 


China has been taken advantage of by 


the Peking propaganda machine who 
want to make the public believe that 
this indicates confidence of the over- 


seas Chinese in the ‘new China.’ That 
is not true, of course, as the capital 
reflux concerns, firstly, only ‘small 
peaple, and secondly, only North 
China, Shanghai and Canton ex-refu- 
gees—mostly such people who have 
come to seek refuge here while the 
fighting was on and the military posi- 
tion in China looked doubtful. Over- 
seas Chinese have not transferred any 
funds to China; but remittances from 
overseas Chinese to their families in 
China have recently been routed more 
through official than unofficial channels 
which was the result of the realistic 


‘exchange policy of the Chinese author- 


ities. 


The propaganda carried out here -by 
a large number of paid or voluntary 
agents of the Chinese govt has had its 
effects, however. and there is, in addi- 
tion to the reflux of ex-refugee capital, 
alsO some movement of capital to 
China by the ‘small man’; but this 
‘small man’ is also an immigrant of 
recent date who now, when finding 
local cost of living exorbitant and his 
earnings, if any, totally insufficient, de- 
cides to go back to his native place 
rather struggling here against 
heavy odds. The communist propaganda 
as far as it leads to the repatriation of 
the very large numbers of refugees and 
recent immigrants is welcomed here as 
it helps to lessen the burden of the 
community to care for the hordes of 
unemployed people and also as it is 
conducive to reducing the incidence of 
crime in Hongkong which, as a direct 
result of the overcrowding of this place, 
has become a serious matter to the 
police and the public at large. 


Tne communist authorities in China 
have recently accumulated larger funds. 
in Hongkong for the purpose of making 
prompt payment for’ essential and 
sirategic goods. A rumor crediting the 
local agents of the People’s Govt with 
having concentrated here HK$200 or 
300 million did not find much credence 
but it seems possible that HK$50 mil- 
lion are ai present kept by the financial 
agents of that government. Part of 
these funds is used sometimes in gold 
forward speculation, i.e. in the employ- 
ment of such money to earn forward 
interest as fixed daily by the Exchange. 
Otherwise these funds, largely coming 
from export earnings and from foreign 
exchange conversions (compulsory) in 
China, are to be used for paying the 
bills of importers and dealers. 


Business in the native exchange mar- 
ket of last week:—Remitiances with 
Canton. quoted $98—98.40 with sales 
$250,000; with Shanghai 904%2—92 ozs 
gold and US$95—96- with smail sales; 
with Taiwan 81—81% ozs gold and 
USS89—9612 with sales of US$18,000 
and a few hundred taels of gold (rates. 
per 100 in China and Taiwan). 
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Hongkong Public Finances 


Actual 
Expendi- 
: Expenditure ture to 
_ The last fiscal year, April 1949 to eee Te 
March 1950, has concluded with $264.2 to 
million revenue, $182.1 m. expenditure, peyenue 3lst March, ‘ 
a surplus of $82.1 m. They carry for- 1950. H. E. the. 244,982.19. 
ward from fiscal 1948/49 was $109.1 m. 
The carry forward from the last to the Duties.......... 68,797,063.00 Civil Department 771339296 
current fiscal year amounts to $191.2 m. Assessed »400, ‘Colonial Secretariat and 
about equal to the estimated total re- ‘IMmternal Revenue .............. 72,580,924.90 Lemme... es 1,201,937.57 
venue for the current year ($192 m.) Licences, Fines and Forfeitures  13,292,709.87 Department of Commerce and 
I r issue of March 16 331. Fees of Court or Office ...... 22,677,688.51 1,154,711.37 
m OU Weer REVENUC 7,657,050.47 Co-operatives and Marketing :— 
estimates of Hongkong Govt were post office ............ pias 12,235,440.62 § A. Fish Marketing Organiza- 
reviewed. Kowloon-Canton Railway ..... 7,678,671.48 TION 67,833.52 
The public finance conditions of Revenue from Land Rents, etc.  17,690,572.13 B. Vegetable Marketing 
Hongk ti in a buoyant stat Miscellaneous Receipts ........ 10,553,677.48 _,_, Organization ..... eee 60,138.23 
Develoument sha Wale District Office New Territories 367,938.37 
Current year estimates predicted how- Education Department ........ 4,476,140.67 
ever a deficit, viz. estimated revenue Grants ..........- 1,013,399.80 Fire Brigade .................. 1,115,202.08 
marino} Grant from United Kingdom Fisheries Department ......... 94,174.45 
$192 m. and expenditure 199 m. The Dp , 
ardens Department .......... 297,485.87 
surplus when the end of the current 259,464,041.08 Hongkong Detenve Force :— 
Following is the statement of revenue C@. Hongkong Air Force ..__ 33 606 96 
and expenditure for fiscal year 1949/ Total: Revenue. $264,250/542.76 Inland Revenue Department .. 731,308.17 
Kowloon-Canton Railway ..... 5,021,702.73 
Labour Department ........... 233,632.84 | 
| Legal Department ............. 364,282.80 
IMagistracies :— 
A. Hongkong Magistracy ... 128,542.20 
B. Kowloon Magistracy .... 106,172.90 
Marine Department ........... 3,972,852.17 
ici x n Rate Medical Department .......... 11,675,098.71 
Hongkong Off al cha ge Miscellaneous Services ........ 38,234,810.23 
Agreed Merchant Rates of the Hongkong Exchange Banks’ Association Pere i ea '7,347,901.82 


as from September 13:— Police Force 12,806,352.74 


ree eo ewe wee FC 


Post Office, Broadcasting and 


; ; ini Tele-communications :— 
Foreign | Foreign Currency Foreign B. Broadcasting ........... 276,695.33 
Currency Currencv units Currency C. Telecommunications 1,402,759.63 
= TT. 16.066946 Public Relations Office ....... 113,900.42 
— 31/30 O.D. 16.033403 Public Works Department 3,976 ,807.55 
‘Ye 30 days. 16.000000 Public Works Recurrent ...... 12,974,374.37 
1/3 1/32 60 & 90 days. 15.966736 Public Works Extraordinary ..  17,625,355.35 
1/3 1/16 120 days. 15.933610 Rating & Valuation Department 177,034.00 
Indirect Sterling 1/32 higher than Registrar General’s Department Sy ote 
) London rate for the usance involved. Royal Observatory ............ 347,444. 
1/3 1/32 O.D. if urcer L/Credit | 45 966736 & Urban 
East & South 1/2 27/32 | 16.168421 1/3 3/32 O.D. without L/Credit | 15 990621 Ouncil 
Africa 1/32nd. up every 30 days. Secretariat for Chinese Affairs: 
D. if under L/Credit | 15, Affairs 981. 
West Africa & | 1/2 27/32 | 16.168421 . OD ‘without L/Credit Paneer B. Social Welfare Office ... 809,930.13 
West Indies C. District Watch Force .... 169,774.44 
up _eyery Statistical Department A Head- 
India ~ 82 7/16 | 1.2130402 83 3/8 T.T. 1.1994003 121,899.05 
83 1.1958147 = Statical Dept.—Registration of 
83 3/4 7 & 30 days. 1.1940299 Persons Branch 575,215.18 
84 1/8 60 days. 1.1922504 Stores Department .........--- 9,826,119.09 
p 
— ; Department of Supplies and 
84 O.D. if under L/Credit | 1.190476? 840,750.20 
84 5/8 30 & 60 days. 765,825.51 
Custodian of Property ........ 41,338.8 
Burma 82 7/16 | 1.2130402 839/16 T.T. Colonial Development & Wel- 
83 15/16 7 & 30 days. 1,1913626 
84 1/16 60 days. 1.1895911 ies 4 
84 3/16 90 days. 1.1878248 Total Expenditure ......... $182,121,725.8 
i 5 5 57 13/16 1.7297297 
Pakistan 37 1/8 1.7505470 7/8 OD. 17278618 
58 30 days peri Hongkong Rehabilitation Loan 
days Funds allocated amounted to $150 
Malaya 52 11/16 | 1.8979834 53 3/16 T.T. & OD 1.8861410) million and uv to end of last fiscal year 
: 535/16 30 days 18757327 (March 31. 1950) a total of $109.4 had 
60 days 18735365 been expended. The first instalment of 
Loan was $50 m. and no further 
i? 278 30 days. 5.6939502 instalment has been intimated by Govt | 
17 = 5/8 60 & 90 days. 5.6737589 to be issued in future. Loan expendi- 
a. ———__ ture has been he extent of 
Canada 19 5.2631579 |19 1/4 T.T. & OD. 51948052 659.4 m by G 
Australia 1/6 7/16 | 13.016949 1/6 3/4 YW "12.800000 ance (which amounted to $191.2 m. at 
a 7 1/6 13/16 O.D 12.757475 the end of last fiscal year but at present 
New Zealand 2/32 | 16168421 1/33/32 TT 15.900621 exceeded the $200 m, mark, and 
1/3 5/32 OD 15835052 erefore another instalment of the 


Loan cannot be expected to be issued). 
Total expenditure from loan funds 


on Govt revenue balance to March 31, | 


Sterling selling rates for delivery within two months with a cut 1/32nd. for every 
further three months forward. 
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Hongkong Stock & Share Market 


Last week saw a real comeback in 
prices and hopes were running high 
that the crisis was over and from now 
on good news was to be expected. The 
offensive of the UN forces in Korea 
and the great assembly of striking 
power which the US have put into air, 
sea and on land have had a heartening 
effect. That the North Korean aggres- 
sion is now condemned to utter failure 
is obvious and at last real, forceful 
action—not only empty words—is dis- 
played by the US and the other allied 
forces under the UN command. The 
name of MacArthur is on the lips of 
everybody. 


Confidence is thus returning and the © 


Share market has felt it conspicuously. 
Buyers have come to the fore and were 
lucky to obtain some scrip at prevailing 
low rates. The demand is often insis- 
tent but offers will have to be more 
generous if holders are to be tempted. 
An air of optimism is displayed every- 
where that the long neglected local 
securities market will come into its 
own. When there is a rise—long over- 


Cue and now well fortified with the 
news from Korea—speculative buying 
sets in which may exaggerate the effects 
of the comeback; on the other hand, 
the Chinese speculator—the individual 
and the ‘syndicates’—are still not in- 
clined to put their money into local 
shares but prefer to gamble on the fur- 
ther appreciation of ‘strategic commod- 
ities,’ especially those goods which are 
export prohibited. This is all to the 
good as a return to normal prices 
should not be brought about by arti- 
ficial and purely speculative manoeu- 
vres. | 

We are on the road back and barring 
the improbable event of an outbreak of 
war between Russia and the UN forces 
the recovery should cause _ satisfaction 
in every quarter of the community. 

Last week’s stock exchange commit- 
tee’s report:— 

Last week opened on a firm note with 
buyers early in evidence. Unable to 
satisfy their demands at last week’s 
prices, they had to increase their bids. 
Interest was again spread across the 


Board with perhaps a leaning towards 
local utility shares. The market closed 
firm with unsatisfied buyers. 

Business reported during the week 
$1,316,367. (Business reported for 3rd 
Quarter 1949 $15,395,064). 


Business done during the week:— 


. Closing rate Sales 
li.K. Govt. 4% Loan 


100 $ 6,000 

Union Insurance ........... 630 412 
Asia Navigation ........... 0.62!2 19,500 
Wheelock Marden .......... 21 950 
snangnal Lands 1.40 7,000 
do 714 6,532 


THE CHINA ENGINEERS LIMITED 


CHAIRMAN’S REPORT AT THE 17TH ANNUAL GENERAL MEETING 


For those having interest in China 
and the Far East the year 1949 has been 
a very critical one. The _ historical 
background is well known. In the early 
part of 1949 the People’s Liberation 
Army (P.L.A.) swept down from the 
North, and in rapid succession gained 
possession of one city after another till, 
by the end of the year, they held the 
greater part of the mainland in undis- 
puted control. 

It became apparent to us, early in 
1949 from the time that the P.L.A. 
effected the crossing of the Yangtsze 
that the People’s Government were here 
to stay. We therefore set ourselves the 
task of trading with and under the new 
regime. As a British firm operating in 
China, it was no concern of ours what 
the political views of the Government 
might be. As well-wishers of the 
Chinese people, who have been our 
triends for many years, we could only 
hope that the Government would be 
benevolent, honest and efficient. As 
they gave every indication of honest ad- 
ministration, that in itself was a source 
of satisfaction, and a great improve- 
ment over the old regime. 

Although the P.L.A. have had full 
control of the mainland, the two im- 
portant islands of Chusan and Formosa 
until recently have been held by the 


1,124,998 


Agriculture, Forestry and Garden 
Air and Meteorological Services — 239,303 
Claims and Compensation ...... 688,929 


109,434,976 


K.M.T. and from these islands the 
K.M.T. has been able to maintain a 
rigid blockade of Shanghai. The K.M.T. 
have warships and transports, whereas 
the P.L.A. have none. You all know 
that this blockade has had a disastrous 
effect on the trade and _ industry of 
Shanghai, and our imports throughout 
the whole of 1949 right up to the pre- 
sent time have been negligible. We 
have booked very few new contracts; 
on the other hand, we have had cancel- 
lations of a very large number of old 
ones. In the last few weeks the island 
of Chusan was evacuated by the K.M.T. 
and there are prospects that the block- 
ade is over. This should result in an 
improvement in trade. 3 


In November we took over the Mills 
of the China Printing & Finishing Co., 
Ltd. (Lun Chong). They are the owners 
of two large mills, one near Pootung 
Point, equipped with 30,000 spindles 
and 1,000 looms. The other mill is at 
Pootung, near the Dollar Wharf, and 
that is equipped for dyeing, finishing 
and printing. We leased both proper- 
ties for a period of ten years. We took 
them over as going concerns, and all 
the staff and workers are transferred 
to us. Both mills have their own power 
planis. We are working. the spinning 
and weaving mill, but not the printing 
works. At present the Mill is being 
run at a very heavy loss. This is due 
to lack of consumer demand, the em- 
bargo on exports of cloth made from 
Chinese-grown cotton, high taxation, 
high wages, and the inability of dis- 
missing redundant workers. 


The question might be raised why 
we should have taken over this serious 
obligation at a time when most other 
firms were withdrawing or retrenching, 


ing. 


and when some of them would have 
given anything to be released from the 
burden of dealing with labour. The 
answer is, we have always had faith in 
China, and our faith has not hitherto 
been misplaced. We passed 
through many dark hours, have en- 
dured many vexations and contradic- 
tions, but have been rewarded in the 
end. However, in this particular in- 
stance we many have been too optimis- 
tic; time alone will tell. You will see 
from the balance sheet that our loss on. 
this venture up to 31 Dec. 1949 amount- 
ed to £103,262, and we have considered 
it advisable to set aside a further sum 
of £60,000 to cover losses since then. 


Our business in Hongkong is improv- 
ing. In the past, Hongkong has been 
mainly a shipping centre, and was 
therefore a field for shipping firms, 
brokers and chandlers, or for those 
interested in retail trade. As we have 
always svecialized in meeting the re- 
quirements of industry, mainly the 
textile industry, electricity works and 
mines, we had very little scope in 
Hongkong. But the situation is chang- 
Hongkong has become a fairly 
important centre for cotton spinning. 
There are now about 200,000 spindles. 
All the milis have been promoted by 
industrialists from Shanghai. We have 
a substantiai interest in two of the 
mills, — the Hongkong Cotton Mills 
(38,000 spindles) and the Kowloon 
Textile Industries Mill (20,000 spindles). 
At the close of the financial year our 
loan to the Hongkong Cotton Mill 
amounted to £390,000 and to the Kow- 
loon Textile Industries £482,000. The 
cost of the Hongkong Cotton Mill was 
about £1,400,000 and of the Kowloon 
Textile Industries about £700,000. 


Thus both Loans are well secured, as 
we have mortgages on all the land, 
buildings and machinery. We expect 
that our good connections with all these 
Mills will yield us some trading profits 
in the years to come, 


" 
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Apart from mill business, our Hong-. 


kong Office have had a fair share ‘of 
the business of supplying the market 
with wires anl cables (supplied by 
Johnson & Philips Ltd.) and electrical 
installation work. Our electrical con- 
tracting department has carried out 
some important installations, including 
large installations for the Hongkong 
Cotton Mills, Kowloon Textile Indus- 
tries, the new Cable & Wireless building 
and staff quarters for the Hongkong & 
Shanghai Banking Corporation. An- 
other developing line in Hongkong is 
in Sandoz dyestuffs, where we have 
experienced considerable expansion. 
Two of Sandoz technical representatives 
are now attached to our Hongkong staff, 
and we have augmented our Chinese 
technical and sales staff. A large part 
of the business of North China and 
Manchuria has been done through Hong- 
kong, and our Hongkong office have 
secured some _ substantial orders for 
cotton, rubber and an important order 
for 900 Electric Construction Co. mo- 
tors having a value of about £28,000. 

It is probable that at a time like this 
you will be more interested in the fu- 


ture than in the past. What are the 
future prospects of your Company? 
Will it be possible to continue to trade 
in China? Some say No, others Yes. 
Those who say that foreign trade with 
China by private firms will be impossi- 
ble in the future base their statement 
on what has. happened in Rumania, 
Bulgaria, Czechoslovakia. are 
among those who are of the opinion 
that trade is possible when the blockade 
is lifted, because we think that the 
Chinese are too independent in charac- 
ter to follow any set pattern. They will 
not necessarily follow the example of 
others. Our policy is to reserve judg- 
ment till the blockade is lifted, and, in 
the meantime do everything possible to 
promote trade. If, in the end, we are 
disappointed we may have to abandon 
our interests in China, and set up else- 
where, perhaps in Singapore, or Java, 
or Manila. 
sole ourselves with the thought that we 
have done our best, and remember that 
the world is wide, and that an active 
and efficient organization is useful and 
welcome anywhere. 


THE SHANGHAI WORSTED MILL LIMITED 


CHAIRMAN’S REPORT AT THE 8TH ANNUAL GENERAL MEETING 


We operated the Mill in 1949 as usual. 
During the critical days of the with- 
drawal of the K.M.T. Forces and the 
occupation by the People’s Army, the 
Mill was stopped fo~ three days. After 
that short cessation, normal operations 
were resumed, excent that we lost some 
production through the numerous holi- 
days and parades that followed the 
liberation. 

There are two main departmenis in 
the Mill: 

Knitting Yarn Department:—Shortly 
after V. J. Day, we operated this de- 
partment day and night, and produced 
approximately 100,000 lbs. of yarn a 
month. In May, 1949, we discontinued 
night work, with the object of conserv- 
ing our supplies of raw materials. All 
the night shift workers became redun- 
dant, and should have been dismissed, 
but in accordance with our policy of 
maintaining permanent relations with 
our workers and of giving them a sense 
of stability of livelihood, we made no 
suggestion of dismissal, but retained 
them on the payroll in the hope that 
an improvement in conditions would 
enable us to resume night work, or 
else expand in other directions. But 
conditions, instead of improving, have 
deteriorated alarmingly, and the prob- 
lem of dealing with these idle workers 
whom we have been unable to employ 
in any useful capacity for the past 
twelve months is causing us some con- 
cern. 

This department of the Mill produces 
our “Baby” brand Knitting yarns to 
which we can justly apply the term 
“famous.” The popularity of this brand 
is truly extraordinary. We can sell 
“Baby” brand yarn at prices ranging 
from 10% to 20% above the prices of 
our most formidable competitors, and 
90% higher than similar yarn made by 
the Government Mills. Moreover, it 


can be sold even when 
money or other conditions have resulted 
in a dull market and when competitor 
brands have unsalesable. Thus 
the brand represents a valuable asset. 
This has resulted in the usual falsifica- 
tion of trade marks, and instances of 


infringement have been very frequent. . 


The Police in Shanghai have been co- 
operative, and on one _ occasion they 
raided an establishment where false 
labels were being printed. On the 
whole, this department of the Mill has 
been a source of great satisfaction. 
Cloth Making Department:—This de- 
partment consists of fine spinning, 
weaving and finishing. Before the war, 
we achieved a_ reputation for fancy 
Suitings, but since V. J. Day we have 
concentrated on cloth which is saleable 
in larger lots, such as_ gaberdine and 
serge. We have made great progress 
With serge, which we sell under the 
trade name of “Kitten” brand, refer- 
ence 1542. All the wholesale dealers in 
China agree that our “Kitten” brand 


serge occupies the premier position in. 


serge, just as our “Baby” brand knit- 
ting yarn is the established leader in 
the knitting wool market. 

The sale of worsted cloth in 1949 was 
very difficult. The important markets 
of Hankow & Tientsin were cut off 
early in 1949. In March, we resorted 
to the unconventional method of dis- 
tributing our high class cloth to street 
pedlars, who soon appeared in great 
numbers on the main streets all over 
the city. Some of them used private 
pedicabs as mobile shops. They did 
good business tax-free for several 
months. 

The Summer months, June/Septem- 
ber, were duller than usual, and sales 
of cloth came to a standstill. There 
was a partial recovery in September, 
which continued during October and 


In that event. we may con- . 


tightness of 


November, but a depression descended 
on the cloth market in December, and 


has continued right up to the present 
time. 


Soon after the People’s Government 
took control of Shanghai they began to 
impose heavy taxes, which became 
higher and higher, until we found our- 
selves paying taxes amounting to more. 
than 40% of the cost of the cloth. Apart 
from the fact that this meant manufac- 
turing at a loss, it became imperative 
to eliminate or reduce the number of 


middlemen, so that we began to sell 
direct to dealers in North China. We 
made several new connections, and 


direct orders from the North began to 
arrive. Our serge is now stocked by 
every dealer of any prestige both in 
Tientsin and Shanghai, and in North 
China we understand that our serge is 


very popular amongst the Russian Com- 
munity. | 


Future Prospects:—For the first time 
since the Mill was started in 1935 it is 
necessary to report that the future 
prospects are not at all promising due 
io the following reasons:— 


Raw Materials-—The wool grown in 
China is only suitable for carpet mak- 


ing; it is unsuitable for making cloth. 


Therefore, all our raw material must 
be imported. The People’s Government 
have been unable to grant exchange for 
importing wool tops, and the only way 
to get wool tops is to buy them with 
whatever foreign currency we possess. 
In order to keep the Mill running we 
have already bought large quantities of 
wool tops, using our own foreign cur- 
rency. The amount used in this manner 
approaches the sum of £120,000. We 
have spent this amount for raw mate- 
rial to keep the Mill running; we have 
imported it into China, and paid heavy 
import duties and charges; converted the 
raw material into yarn and cloth at 
heavy losses; and sold the finished goods 
in terms of People’s money, which is 
not convertible back again into sterling. 
Even if it were convertible, we estim- 
ate that under present market condi- 
tions, we would not get a_ return of 
more than £60,000 out of our original 
investment in stocks of £120,000. 


Labour:—The wages paid to our 
workers are about 30% more than the 
wages paid in other Mills. Many other 
Mills were in operation for three or 
four days a week only, whereas we 
were working six days a week through- 
out the year. Thus our workers are 
well off compared with the average. I 


have already mentioned that we have 


more workers on our. payroll than we 
can employ. These higher wages and 
these redundant workers add to our 
losses, and so far we have not succeed- 
ed in reducing them. There is no 
means of enforcing reasonable disci- 


pline, or penalising workers for careless 
work. 


Thus the future of Mill and of the 
industry in general is very gloomy, 
unless the Government speedily awak- 
ens to the necessity of encouraging 
exports by reducing taxes, and support- 
ing Management in the efficient opera- 
tion of the Mills. 


1950 


FAR EASTERN ECONOMIC REVIEW 


353 


COMMERCIAL REPORTS 


Hongkong-Japan Trade 


Taking effect as at September 30, 
1950, under a Directive dated August 
26, to the Japanese Ministry of Inter- 
national Trade & Industry, SCAP has 
ruled that there will be no further 
export/import shipments between Japan 
and Hongkong under the old Hongkong 
Two-way Account. This ruling only 
applies to shipments covered by Hong- 
kong Special Authorities taken out 
prior to the new system of Letters of 
Authority instituted on Avril 7 of this 
year. 


All imports from Japan into the 
Colony covered by S/JP and HK/JP 
licences must, therefore, be shipped 
from Japan on or before September 30, 
irrespective of the expiry date of the 
licences concerned. If they are not so 
shipped, it will be necessary for the 
importer to apply for a new import 
licence and open a new Letter of Au- 
thority in respect of any goods still to 
come forward. 

Regarding exports to Japan under the 
old procedure, only two local firms are 
interested, consequently where Hong- 
kong is concerned SCAP’s Directive 
applies mainly to local importers. 


The new ruling is intended to bring 
to a close the necessity that has existed 
since April of keeping two accounts, 
i.e, one for shipments under the old 
Two-way Account financed by Special 
Authority, and the other for deliveries 
under the new procedure of Letter of 
Authority issued by a bank. 


The Two-way systed continues for 
the balancing of accounts between 
Hongkong/Japan imports and exports. 
It is interesting in this connection to 
learn that at present the balance is 
well in favour of Hongkong. 


For the convenience: of those inter- 
ested in trading with Japan, the notice 


from the Dept. of Supplies & Distribu- 
tion issued under date of April 7 is 
given below:— 


EXPORTS: 


Certain changes in procedure have been 
adjusted recentiy in Tokyo, which include 
the introduction of private contracts and 
contracts with Ministry of International 
Trade & Industry (MITI) in place of SCAP, 
and the use of Special Letters of Authority 
and Sight Drafts for all imports into Japan. 

On ‘obtaining a valid contract to import 
into Japan, the Japanese importer will open 
a Letter of Authority and then an Export 
Licence will be approved by this Department 
on production of this Authority, provided 
the number of the Letter of Authority is 
clearly shown on the Export Licence form. 
On shipment, a Sight Draft will be drawn 
on the drawee. This, together with all docu- 
ments required by the terms of the Letter 
of Authority and the Export: Licence, should 
be presented to any one of the participating 
Banks in Hongkong for payment. 

No margin will in future be retained at 
the order of this Department, but the Banks 
have been authorised to retain such margins 
as they deem necessary. 

The new series of Export Licence will 
come into force with immediate effect having 
a prefix JEX for purpose of distinction. 

The rate of Commission chargeable remains 
unchanged, namely, 1% (42% to the handling 
Bank and 12% to Government). 


US$1.00. 


IMPORTS: 


In place of the Special Authority at pre- 
sent in use, Banks will now issue Irrevocable 
Letters of Authority (With Recourse to 
Drawers) production of an_ Import 
Licence approved by this Department. 

No margin will in future be retained at 
the order of this Department but the Banks, 
in accordance with ordinary commercial 
practice, will determine what margins will 
be required by them. 

Goods will be shipped under “Shipped On 
board” Ocean Bill of Lading (in duplicate) 
made out to Order as required by the parti- 
cipating Bank and endorsed in blank. | 

Banks will have the right of lien against 
their responsibility of collection, and this 
Department will no longer have any respon- 
sibility for the handling or storage of im- 
ports on which no margin has been retained 
by this Department. Imports under this 
new arrangement will be distinguished by a 
new series with prefix JIM. 


It is our duty to carry on through 
bad times as well as good times,—and 
you will derive some Satisfaction from 
the ‘fact that we have done our duty 
in this respect to a marked degree, — 
more thoroughly than any other Mill 
engaged in the industry. The time is 
now approaching when we shall have 
to follow the example of some of the 
Other Mills drastically curtailing pro- 
duction and eventually shutting down. 


I ought.to make it clear to you that 
[ am reporting things to you as they 
stand at present. It is a very simple 
matter for the Government withoui 
cost to’ themselves, to introduce mea- 
sures which could change the situation 
for the better overnight, and, I have 
very little doubt that sooner or later 
they will act. But most Governments 
move slowly, and export markets can- 
not be developed rapidly, so that we 
must conclude that the immediate 
future is not bright. 


Since the drafting of this report, we 
have received information that the 
People’s Government recently 
held a conference of those interested in 
the Worsted Industry and we under- 
stand that it is their intention to en- 
courage export trade. No conditions 
have as yet been announced and we 
must await these before we can form 
any estimate how we can enter into 
this export business. 

It is customary to thank the staff ait 
our Annual Meetings, but I ask you to 
do so this year with special fervour. 
The senior members of the staff have 
been. locked in by the workers and have 
been through 2 most difficult and trying 
ordeal. Thev have borne their trials 
most cheerfully, and great credit is due 
to them for keeping uv production and 
maintaining the quality on which the 
reputation of our goods has depended. 
Particular commendation is due to our 
Sales Manager and his_ staff for the 
work they have done in pushing our 
brands to the forefront. 


on September 20 included 


The Ex- . 


change rate remains unaltered at HK$5.67 to. Korea, 


_ 


Imports, still to come forward under Im- 
port Licences which have _ already been 
approved, will be handled on the same terms 
as in the past. 

The rate of Commission on imports in 
respect of all Import Licences granted after 
this date (with the new series prefix) will 
be reduced to 2% (34% to the Bank, 114% 
to Government) of which 14% will represent 
an opening commission in respect of Letters 
ot Authority, and will be collected irrespec- 
tive of whether this Authority is utilised or 
not. Where payment is not effected within 
3 months an extra commission at the rate 
Or 48% for each month or fraction of a 
month in excess of 3 months will be charged. 
The Exchange. rate remains unaltered at 
HK$5.76 to US$1.00. 


Japanese Import Requirements 


The Japanese Ministry of International / 
Trade and Industry announced a list of per- 
mitted imports on September 20 and another 
list on September 21. 

The list of permitted imports announced 
importation of 
US$600,000 of ferrosilicon or ferrous ore from 
the Philippines or countries with no trade 
agreements with Japan, and US$1,00000 of 
coke from Hongkong or countries with no 
trade agreements with Japan. Applications 
for the above imports were to be submitted 
between August 1 and September 30. 

The above reference to ‘“‘countries with no 
trade agreements with Japan” means coun- 
tries outside the sterling area. Countries 
with two-way accounts with Japan include 
Argentina, Brazil Finland, French Indochina, 
French Union, Hongkong, Indonesia, South 
é the Netherlands, the Philippines, 
Thailand, Sweden and Germany under joint 
British-American-French control. Countries 
with trade agreements with Japan include 
Belgium, Chile, Colombia, Mexico, Peru, 
Uruguay and Venezuela. 

The list of permitted imports announced. 
on September 21 is as follows: US$1,200,000 
of wheat from Belgium, sterling area, Argen- 
tina, and the French Union or countries 
with no trade agreements with Japan; US$ 
1,400,000 of sugar from Colombia and coun- 
tries with no trade agreements with Japan; 
US$40,000 of sugar paste from the Philip- 
pines; US$1,300,000 of soya beans from Hong- 
kong or countries with no trade agreements 
with Japan; US$300,000 of potassium car- 
bonate (above 40%) from Belgium and the 
French Union; US$2,000,000 of crude oil 
from the U.S. and the sterling area; US$ 
200,000 of materials for carbon esters (for 
use as fertilizers and including anthracite 
coal) from the U.S.; US$18,000 of iron pro- 
ducts from the U.S.; US$50,000 of broken 
anthracite coal from the sterling area; US$ 
30,000 of cast iron from Sweden and Canada; 
US$200,000 of asbestos from the U.S.; US$ 
15,000,000 of raw cotton from the U.S., ster- 
ling area, and Brazil; US$4,000,000 of raw 
wool from the sterling area, Argentina and 
Finland; US$300,000 of locust flower from 
Sweden and Belgium; US$200,000 of cotton 
puln from the Netherlands and the USS.; 
US$165,000 of manganese ore from the ster- 
ling area and the Philippines; US$110,000 of 
aluminium from the U.S.: US$50.000 of steel 
products from the U.S. and Sweden: US520,- 
000 of boric acid from the U.S.; US$20.000 of 
Taiwan juniper from Taiwan; and US$10,900 
of bamboo cane from Hongkong and Indo- 
nesia. 


Rubber Estates Outputs 


Outputs from the Rubber Companies 
for which A. R. Burkill & Sons, Ltd., 
are Secretaries &/or General Managers: 


Total 

Output for this Financial 

Aug., 1950 Year to date 
78,000 542,000 ( 8th mths.) 
Consolidated .. 102,700 847,400 ( 8th §,, ) 
Dominion .. 8,000 478.003. 
Sungei Duri .. 74,000 156,000 ( 2nd _ ,, ) 
Pahang . 46,000 95,000 ( 2nd ,, ) 
23,086 95,594 ( 4th ,, ) 
S’hai Kedah .. 110,688 1,129,859 (llth ,, ) 
Tanah Merah . 100,080 464,650 ( 5th ,, ) 
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HONGKONG’S TRADE WITH GREAT BRITAIN 


Hongkong’s total trade with the 
United Kingdom during 1949 amount- 
ed to £37,561,000, as compared with 
£ 26,085,000 in 1948 and £14,831,- 
COO in 1947, an increase of 44% against 
1948 and of 153% against 1947. 

Exports of merchandise from the 
U.K. to the Colony, according to figures 
issued by the Board of Trade in Lon- 
don, came to £27,291,000 (for re- 
export £126,000), and increase of 
32.6% over 1948 £20,575,000 (for re- 


. + 
export £130,000), and of 114% over against 29,674 at £199,000 and 24346 raw materials which were gga gee 
1947 £12,743,000 (for re-export £86,-. at £170,000; cotton yarns and manu- £1,325,000 against £718,000, on r 
000). factures, valued at £2,622,000 for 1949 group bristles accounted for 6,7 ae 

Imports from the Colony into the compared with £1,987,000 and £1,118,- valued at £851,000 (1948 2,540 cbt . 
U.K. totalled £10,270,000, a gain of 000 for 1948 and 1947; woollen & worst- £216,000 and 1947 1,450 cwt. a 
86.4% over 1948 £5,510,000 and of ed yarns & manufactures, which £114,000). 

uantities Value (£1,000) 
U.K. Exports to Hongkong Unit 1947 1949 1947 1948 1949 
Quantities Value (£1,000) and manutac- | 
: Unit 1947 1948 1949 1947. 1948 1949 Value | 1,766 4,214 4,319 
everages and cocoa . of which:— 
. Value 189 301 452 Wool tops . Th.lb. 1,424 4,492 2,005 264 1,015 451 
Miscellaneous _food- Woven woollen 
stuffs (Group tissues. .. Th.lb. 2,050 3,248 3,786 882 1,627 1,743 
Value 159 611 719 Woven worsted ; 
of which :— tissues... Th.lb. 882 1,254 1,190 373. 889 853 
Refined sugar .... Silk and artificial silk 
. Cwt 41 198 176 76 357 310 yarns and manufac- 7 256 
Tobacco ...... Th.lb. 3,499 3,285 2,347 1,250 1,307 1,127 Value 
Pottery, glass, abra- of which:— 3 

Sives etc. .... Value 206 348 477 Tissues wholly of 
Iron & steel & manu- artificial silk* “ 160° 

factures ...... Tons 21,917 34,837 36,505 999 1,629 1,780 Th.sq.yds. 184 498 781 49 

ar and rods, o textile materials 
steel, other than Value oe 168 
“except Apparel ........ Value 391-335 
sheet bars, tinplate Chemicals, drugs, dyes 
bars, wire rods and & colours ... Value 1,889 1,465 2,444 
bright steel bars . : of which:— 
Tons 1,528 5,830 4,179 41 179 126 Proprietary medi- : 
Galvanised sheets Value 146 
Tons 926 1,595 2,175 40 74 121 other descriptions : 
Tinplate .... Tons 4,565 3,179 1,065 239 158 61 of drugs, medicines 
Door and window and medical pre- 
frames and case- parations, except 
ments ...... Tons 118 1,139 1,199 15 152 151 quinine and its 
Non-ferrous metals & Value 189 252 4035 
res Value 344 Sat... 1504 Finished dyestuffs 

of which:— btained from coal 

Brass & manufac- 12.460 Cwt. 28,857 12,889 17,562 764 376 465 

Cwt. 14, 460 55, 44 148 965 , earboard, etc. 

Cutlery, hardware, im- Cwt. 34,416 44,863 83,314 360 «563779 
plements and instru- of which:— | 
Value 270 428 461 Transparent cellu-- 

ectrical goods and appings 

apparatus Value 559 1,181 1,872 WraPP cwt. 10,855 13,710 17,541 198 273 250 

of which:— 1 Excluding tissues wholly or mainly of mohair, alpaca and 

Electric cables, cashmere; demasks, tapestries, brocades and the like; wool 

wires, strips and and mohair plushes and other pile fabrics; and flannels and 
Brands. other than delaines. Mechanical rh (other than woven felt) are also 
telegraph and tele- luded in 1948 and 1949. : 

phone— t Excluding pile fabrics, damasks, tapestries, brocades and the 
Rubber insulated .. : like: ribbons: and lace and lace net, Tyre cord fabric is also; 
44] 841 1,008 121 209 264 excluded in 1949. 

nsulation other . icl including lo- 

than rubber Tons 214. 1,290 2,312 41 223-438 & 
Domestic radio receiv- aircraft) ..... Value 994 1,234 2,874 

ing sets ... Number 12,306 12,376 12,103 139 141 106 of which:— 
Machinery ..... Tons 2,434 6,106 7,190 680 1,685 2,330 New cars Number 1,517 1,225 1,918 431 382 590 s 

Chassis for commer - 

extile machiner i les, wi 
Tons 134 1,849 1,225 29 13 #198 215 
Cotton yarns & manu- 
Value 1,188 1,987 2,622 Pedal cycles 24346 29,674 79,617 170 199 
otton yarns ..... | or 
‘Tb. 870 4,691 5,838 216 1,101 1,484 

ay agtton piece 959 6.213 “ig Number 6,602 18,826 34,505 34 148 224 

goods’ Th. sq. yds. manufactures 

of which Rubber aloe 57 103 194 

rey, unbleached iscellaneous manu- 
Th.sq.yds. _908 879 1,544 9 115 212 

White bleached ,, 2326 1,118 10 Value 566 693 1,257 

Printed io 999 1,062 1,364 105 140 160 Parcel Post .... Value 146 161 220 

Coloured cottons 2 

Th. sq. yds 475 195 Total U.K. Exports 

Finished thread in Value 12,743 * 20,575 27,291 

length not ex- 
ceeding 1000 yards Re-exports Total 
Th. lb. 103 133 104 93 136 101 9s Value 86 130 126 


Woollen and worsted 


392% over 1947 £2,088,000. 

Imports exceeded exports by £17,- 
021,000, compared with £15,065,000 in 
1948 and £10,655,000 in 1947. 

From the list given below it will be 
seen that the main gains in U.K. ex- 
ports to the Colony were in paper, 
which amounted to 83,314 cwt. as against 
44.863 cwt. in 1948 and 34,416 cwt. in 
1947, valued respectively at £779,000, 
£563,000 and £360,000; pedal cycles 
which numbered 79,617 at £546,000 


amounted to £4,319,000 as against 
£4,214,000 and £1,766,000; chemicals, 
drugs, dyes & colours, which rose _ to 
£2,444,000 as compared with £1,465,- 
000 and £1,889; and machinery which 
amounted to 7,190 tons valued at 
£2,330,00 as against 6,106 tons at 
£1,685,000 in 1948 and 2,434 tons at 
£680,000 in 1947. 

The chief increases in imports into 
the U.K. from Hongkong were in veget- 
able oils which rose to <£5,970,000 
compared with £2,451,000 in 1948 and 
£696,000 in 1947; and miscellaneous 
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U.K. Imports from Hongkong 


Unit 1947 1948 1949 1947 1948 1949 
Miscellaneous food- 
stuffs (Group 1H.) 
Value 207 
Seeds and nuts for oil, 
oils, fats, resins and 
Value 696 2,451 5,970 
of which:— \ 
Tung Oil ... Tons 410 17,864 8,259 
Hides and skins, un- 
Cwt. 11,980 31,913 25,089 120 383 317 
Miscellaneous raw 
materials (Group 
Value 710 718 1,325 
of which:— 
Bristles ..... Cwt. 1,450 2,540 6,706 114 216 851 
Footwear ...... Value 3 566 706 
Chemicals, drugs, dyes 
and colours .. Value 56 279 28 
All other articles 296 we 1 SST 
Value 
Total Imports 2,088 5,510 10,270 
Value 
TRADE REPORTS The main reason for this return of 
capital to China is the difficulty experi- 
in 
Capital Returning to China enced by small traders and industrial- 
The return of former Chinese jsts who fled to Hongkong before the 
flight capital from Hongkong has advance of the Chinese communists, in 
been continuing lately, and the > 


liquid assets which have flowed out of 
the Colony during the past half month 
are estimated at more than HK$30 mil- 
lion, of which some $20 million has 
been sent into China while the remain- 
der has found its way to countries in 
the south. Previously, the major des- 
tinations for Chinese redirected from 
Hongkong were the United States and 
South America. Only lately has the 


direction for this outflow of capital 
altered as mentioned 


terprises, 


establishing themselves in the economic 
life of the Colony. Other explanations 
are the apparent relaxation of certain 
industrial and commercial controls in 
China and the extension of facilities to 
private business and manufacturing en- 
combined with the lower 
cost of living. 


South China Purchases of Strategic 
Materials 


The Communist authorities in South 


China are intensifying their efforts for 
the purchase of strategic materials, 


especially gasoline and pharmaceuticals. 
Buying offices have been established by 
the South China Foreign Trade Bureau 
at Shumchun, on the border of Hong- 
kong, and at Samchong to assist in this 
work. Smugglers are active and it 
seems that an average of 50 large drums 
of gasoline is being brought into the 
port of Whampoa near Canton daily by 
landing craft or motor junks. 


Meanwhile, although strict import. 
restrictions are still in force, the Chin- 
ese communists have greatly relaxed 
their control over the entry of goods 
that are urgently needed. As an in- 
ducement to traders, the Chinese Cus- 
toms authorities offer facilities to all 
importers of essential commodities, 
particularly such goods as are in short 
supply. 7 


Imports of China Produce 


Nearly 4,500 drums of tung oil arriv- 
ed in the Colony from China last week, 
showing an increase of more than 3,000 
drums as compared with the previous. 
week. This was the largest quantity 
among the Chinese products shipped 
into Hongkong during the seven-day 
period, tea following with a total of 
2,300 chests and cassia lignea with 
2,600 packages. 

The cargoes were brought here chief- 
ly from Canton and Macao, and next 
from Tientsin and Tsingtao in North 
China. Lesser quantities came from 
the Wuchow area in Kwangsi and also 
from Taiwan. For the third successive 
week no shipments were received from 
Shanghai, this being due to shipping 
services between Hongkong and the 


East China port having not yet been 
resumed. 


~ 


TRADING CO., LTD. 


IMPORTERS AND EXPORTERS | 
COMMISSION AGENTS AND MANUFACTURERS’ REPRESENTATIVES | 
22044 Box 212 


‘Tel. 
Cable: “OCEAN” 
Building, Hong Kong 
All codes used | 
TOKYO BRANCH 
Tokyo Hotel, Room No. 


Marunouchi 1-Chome, Chiyoda - ku, 
Cable: “OTCLJ” 


IMPORT : 


Paper, Metals, Hardware, Piece Goods, Provisions, Chemicals, Leather, Canned Goods, Old Newspapers and 
| General Merchandise 
EXPORT : 


Tung Oil, Tea, Umbrella Materials, Cotton Knitted Goods, Chinaware, Rubber Shoes, Cotton & Silk Piece Goods, 
Washing Soap, Rattan Core, Rattan Ware, and all kinds of China Products, Mineral Ores, Mats and Matting. 


China 


418, 
Tokyo. 
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The following is a list of the more 
important China products entering the 
Colony last week: 


Quantity 
Cassia Lignea ....... pkgs 2,641 
1,616 
Egg Yolk & Albumen ‘a 777 
Raw Silk & Waste .. i 182 
Rapeseed Oil ....... 150 
Sesameseed Oil ...... 100 
sopacco ...... 100 
Oil ......... 19 


Vetgetable Oil Dealers’ Losses 
_The mojority of vegetable oil dealers 
in Hongkong have suffered losses this 
year, and it is estimated that these 
losses up to the present may have 
amounted to over $14% million. 

This unfavourable state of business 
is due to the prices usually offered by 
the foreign export firms being lower 
than the actual costs to the dealers in 
buying and shipping the products from 
the mainland to Hongkong. — 

Current stocks of teaseed oil in Hong- 
kong total around 2,000 drums, and 
those in Canton about 5,000 ‘drums 
(each drum 3.3 piculs). Although the 
present is the season of shortage when 
dealers usually lay up a large stock to 
await better prices, most traders are 
not accumulating supplies this year in 


view of the discouraging trade pros- 
pects. 


Crop Increase in East China 

The early crops in Kiangsu and Che- 
kiang in .East China this year have 
shown an average increase of 20% to 
50 % as compared with last year, and 
in some localities the increase has been 
as much as 50%, according to reports 
from Shanghai. 

The improved harvests this summer 
are attributed, inter alia, to the intro- 
duction of better farming methods and 
the increased use of fertilizers, as well 
as to the better control of pests, 


Taiwan Sugar for Italy 


‘ A shipment of 10,000 tons of No. 2 
granular white sugar will be shipped 
by the Taiwan Sugar Company to Italy 
sometime this month, according to a 
report from Kaohsiung. 

The cargo, which will be despatched 
by the China Merchants Steam Naviga- 
tion Company, is described as the first 
export of sugar from Taiwan to Italy. 


Taiwan’s Foreign Trade 


The total foreign trade of Taiwan 
during July came to New Taiwan yen 
116 million (US$11.6 million), an in- 
crease of 4.5% over the June total of 
111 million (US$11.1 m.). Imports 
amounted to 41 m. yen compared with 
64 m. in June, or a drop of 35.9%, and 
exports to 75 m., or an increase of 
31.6%- against the June figure of 57 m. 
The export surplus totalled 34 m. yen 
as against an import excess of 7 m. 


Taiwan Import Controls 


The import control regulations of the 
Taiwan provincial government have 
been altered to allow of goods subject 
to import control to be despatched to 
the island for. storage without taxation 
or charge until either accepted by the 
government or reshipped abroad. The 
goods may be stored for at least a year 
before reshipment. 

Presumably this measure has been 
adopted to prevent prohibited imports 
into Taiwan at vresent stored in Hong- 
kong, from reaching the Chinese com- 
munists. 


Indonesian Extension of the “Free List” 


In order to increase supplies of im- 
port commodities in the home market 
and so to bring down prices, as a first 
step towards the return of normal trade 
relations, the Indonesian Government 


is clearing away as from June 19, 1950, 


all sales restrictions between importer 
and consumer of free list goods, while 
all price regulations covering these 
commodities will be lifted. 

Since the lifting of various restrictive 
measures will stimulate competition, 
the Govt. has decided that no so-called 
“free profits tax” will be charged for 
goods imported under the free list sys- 
tem, because competition will preclude 
the making of “surplus profits.” 

A further consequence of the lifting 
of the restrictions on “free list” com- 
modities is that imvorters will no longer 
be bound to quotas and the amount of 
foreign exchange required will be al- 
located immediately, provided quality 
and prices to be paid abroad are con- 
sidered reasonable. 

In order to make more goods avail- 
able for the market, the Govt. has de- 
cided upon a further extension of the 
so-called “free list,’ which at present 
concerns goods in the following groups: 
textiles, metal wares, stationery and 
sundries. Lists are being prepared by 
the Indonesian Central Imports Office. 


HONGKONG COMMODITY REPORTS 
Raw Cotton 


An extremely bullish sentiment pre- 
vailed in the Raw Cotton market last 
week, trade circles being especially 
affected by reports of the sharp increase 
in New York quotations, which were 
said to have touched new highs for the 
last 28. years on September 15, when 
spot was quoted at 42.07 cents per lb., 
October deliveries 41.17 cents, December 
Geliveries 41.12 to 41.15 cents, and next 
April deliveries 41.18 cents. The New 
York orice was thus equivalent to HK$ 
2.685 ver lb., or above $2.80 with freight 
and insurance costs added. This is 
higher than the price current in the 
local market, where American Cotton, 
1 inch, was quoted last week at $2.60 
per lb., which was a record high. 

The incessant rise of New York 
prices was said to be due to the reduc- 
tion of the American cotton crop from 
16,000,000 bales last year to only 9,800,- 
000 bales this year, and the increase of 
American domestic consumption to a 
daily total of 40,800 bales, representing 


ANNUAL EXHIBITION OF 
CHINESE GOODS IN 
HONGKONG 


Quite a number of local Chinese 
manufacturers have. registered to 
take part in the eighth Annual 
Chinese Products Exhibition 
sponsored by the Chinese Manu-_ 
facturers’ Union to be held in 
Hongkong in December 1950. The 
actual dates set are December 4, 
1950 to January 4, 1951. 


According to the Executive 
Secretary of the Union, the total 
number of stands available for 
this year’s exhibition is limited 
to only 360, 60 less as compared 
with last year’s number. 


On account of the limited space 
available, the Union will go over 
detailed procedure in selecting 
and examining the goods eligible — 
for exhibition. During last year’s 
exhibition special visiting time 
had been arranged for local ex- 
porters and importers and cus- 
tomers from abroad. This year 
the Union will adopt the same 
principle in providing more 
opportunitity for overseas cus- 
tomers. 3 3 


In order to exhibit the newest 
products of the year effectively, 
the Union is considering erecting 
a special stall for this purpose. 
By so doing progress of the local 
industries can also be shown. 


a gain of 40 percent as compared with 
the total consumed at this time last 
year. 
_ With old crop stocks having been al- 
most entirely liquidated, there was very 
little trading in Pakistan Cotton. Cal- 
cutta advices said that there was much 
activity in forward trading, due to in- 
tensified demand from Australia, Japan 
and other countries, with business done 
on NT Roller Gin at Rs. 1,160 to 1,170 
per bale (784 lbs.). 

The bullish reports from the world 
cotton markets, coupled with heavily 
depleted stocks, brought a very optimis- 


tic outlook among traders in the Hong- 


kong market, where prices were quoted 
at the end of the week at $2.56 per lb. 
for American Cotton 1 inch, $2.55 for 
Pakistan NT Roller Gin, $2.50 for 4-F 
Roller Gin, and $2.55 for LSS Roller 
Gin. Although stocks were very low, 
there was little business done as the 
local cotton mills and the Chinese 
communist authorities were buying 
their needs mostly direct from abroad 
instead of in the local market. 


Cotton Yarn 


Although quotations for Hongkong 
produced brands. generally remained 
steady, further improvements were 
noted last week in both Indian and 
Shanghai mill products. Local factories 
were reported to have sold forward 
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May we issue a reminder that 
there are no longer any restric- 
tions on the movement and dis- 


posal of wheaten flour within the 
Colony ? 


The import and export of this 
commodity is however still sub- 
ject to control by licences. 


Issued by the Department of 
Commerce & Industry, 
Hongkong. 


Cable — “Entrepot”’. 


until the end of the year and that all 
their present deliveries were being 
made to-cover their oversold positions. 
Local stocks of Indian yarn were es- 
timated at only about 6,000 bales, held 
mostly in the hands of minor traders 
who were reluctant to dispose of their 
holdings in the face of reports that the 
existing Indian export permits had been 
practically used uv and that the Indian 
Government might put a ban on new 
exports. Further, Calcutta’s prices for 
20’s were again raised by Rs.25 per bale. 

Moderate demand was reported from 
buyers in the Southseas countries, who 
on Thursday committed themselves for 
a total of 300 bales, a comparatively 
large daily intake in recent weeks. A 
shipment of over 2,000 bales of Indian 
yarn came into port at the beginning of 
the week, but this would not help to 
augment the local stocks as the fresh 
arrivals had mainly been previously 
sold. 

During the week Indian yarn of 10 
counts went uv by an average of $20 


per bale to range from $1,020 to $1,030, 
and 20 counts by $10 to $50 to vary 
from $1,180 to $1,290 ver bale, while 32 
counts were unchanged. Shanghai goods 
of 20 counts improved by $20 to $80 
to range from $1,310 to $1.370 per bale, 
32’s from unchanged to a gain of $70 
to range from $1,500 to $1550 per bale, 
while 40’s and 42’s stood steady. Loca! 
mill manufactures were mostly stable 
except for the 20’s, some of which ad- 
vanced by $50 to $100 per bale; trans- 


actions were confined scattered 
quantities. 


Cotton Piece Goods 


After presenting a slackened tendency 


as Southseas importers hesitated over 
the high ruling prices, the market saw 
renewed buying activities toward the 
close of the week. The appetite of Singa- 
pore merchants had sagged and the 
market was supported chiefly by Indo- 
nesian buyers. who absorbed more than 
10,000 bolts of grey sheeting at succes- 
sively higher rates. Minor shipments 
continued to enter from China, includ- 
ing 10,000 bolts by rail from Canton. 


Reports from China said that no fur- 


ther permits were being granted by the 
Communist authorities for piece goods 
exports. For the time being no fresh 
supplies from China can thus be ex- 
pected, except desultory amounts for 
which exvort licences had been pre- 
viously issued. In view of the local 
shortage, market sentiment was gener- 


- ally optimistic and prices were expected 


to see higher levels. 

Grey sheetings last week climbed 
another $2 to $3 ver bolt, best quality 
goods being quoted at $61 and lower 
grade vroducts from $54 to $59. Drills 
also improved by $1 to $3 per bolt, 
closing at frcm $55 to $66. while Black 
Cloth ranged from $56 to $60 and White 
Cloth from $55 to $60 per bolt. 


Metals 


Bullish international market reports: 
and undiminshed buying demand, es- 
pecially from China, continued to: 
sustain the local market. The most 
popular items sought after by traders 
were galvanised mild steel plates, gal- 
vanised wire, round bars and tinplates, 
the quotations for which soared to still 
higher levels. A good appetite was also 
saown by Indian traders for scrap 
metals, business being done at the be- 
ginning of the week on 100 piculs of 
brass scrap at $130 per picul, $35 up 
from the last auotation, 50 viculs of old 
copper at $160 per picul, also showing 
a gain of $15. and 300 piculs of scrap 
iron from old ships at $12.40 to $15, 
per picul. 

Trade circles were very much con- 
cerned over reports of a possible U.S. 


ban from the end of this month on tin- 
plates, tinplate waste, blackplate and’ 


misprint tinplates, causing prices to 
advance. At the end of the week prices 
in Japan for tinplates and galvanised 
wire also went up. 

The vrosvects of securing fresh stocks 
from the European mills were not as- 
suring. Both the United Kingdom and 
France were said to have temporarily 
stopped accepting orders for round bars. 
Speculation in the market was that this 
measure was either due to a shortage 
of raw materials, or to an imminent 
price revision. From Belgian manu- 
facturers there were offers for the sup- 
ply of round bars, the f.o.b. price of 
which was US$103 per ton, and c.if. 
Hongkong about US$110 per ton, with 
shipment to be made in the first quar- 
ter of next year. 

A few quotations ruling at the close 
of last week at higher levels than those 
reported previously were Galvanised 
Mild Steel Sheets G24, 84 cents per Ib.; 
Mild Steel Plates 1/32”, $100 ver picul; 


HONGKONG HOTEL 
PEDDER STREET 


TEL. ADDRESS 


SITUATED IN THE HEART OF THE CITY WITH EASY 
ACCESS TO THEATRES. SHOPPING AREA ETC. 


SALISBURY RD.. KOWLOON TEL. ADDRESS ‘'PENHOTE” 
CONVENIENTLY NEAR TO ALL TERMINALS. 

FIVE MINUTES FROM PIERS. 

FIFTEEN MINUTES FROM AIRPORT. 


PENINSULA HOTEL 


OWNED aND OPERATED 
BY 
THE 
HONGKONG & SHANGHAI 
HOTELS, LTD. 
HONGKONG. 


REPULSE BAY HOTEL 


LIDO 
REPULSE BAY. ‘ RESS “REPULSE”’ 
BATHING AND RESTAURANT FACILITIES. 
SURROUNDINGS AWAY FROM THE CITY, YET 20 MINUTES DRIVE FROM TOWN. 
CONVENIENT FOR BUSINESS AND SHOPPING, 


\ 
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Galvanised Wire G8, $88 per picul; 
Tinplates (British) . 20 x 28”, 200-lb. 
cask $185, and U.S.A. 200-lb. at $190 
per ton; Electrolytic Tinplate (U.S.A.) 
$160 per 200-lb. case. 


Dyestuffs 


Great business activity was witnessed 
in the market as the result of a sudden 
rush buying by Shanghai merchants. 
On Monday alone 312 piculs of Nacco 
products, 27 piculs ICI and 10 piculs 
Calco were traded in,—the best trading 
day for the past month. The following 
day another 245 piculs were taken up. 
‘This heavy intake by Shanghai was due 
to the recent revision of the Chinese 
official exchange rates which made im- 
portation profitable. The turnover in- 
cluded 50 piculs of 647 Erie Black 200% 
at $820 per picul, 20 piculs Erie Black 
170% at $730 per picul, 10 piculs 210 
Erie Congo at $680 per picul, 50 piculs 
of Sulphur Black at $300 ver vicul, and 
17 piculs Indigo Vat 60% grains at $950 
per picul, all showing price increases. 
The buying demand continued during 
the week from Shanghai, where prices 
were said to have registered substantial 
gains. 

The weekend quotations for 196 Erie 
Black 170% were $750 per picul, 210 
Erie 4B $725, 448 Indigo 50% Paste in 
5-catty tins $790, Congo Red ICI $670, 
Methyl Violet 2B Lump $900, Calco 
Direct Garnet By Conc. $1,250, Durazol 
Blue 2 GNS $1,500 per picul. 


Paper | 

Prices in this market were expected 
to continue to advance under the pre- 
sent worldwide shortage situation. Fresh 


advices received from Europe announ-_ 


ced the further rise of quotations. 
French Brown M. G. Sulphite went up 
70% to £125 per ton, and Austrian 
white newsprint to £80 per ton c.ilf. 


Hongkong, equivalent to 58 cents: per 
lb. in Hongkong. Only 100 tons were 
available, and shipment would not be 
ready until next January. There were 
also other offers from European mills, 
but the position of local importers was 
made more difficult as shipment could 
not be started until next May while the 
opening of letters of credit immediately 
was insisted upon. This cannot be done 
as no banks will oven letters of credit 
for such a distant date. For Woodfree 
Printing paper there was no supply 
from Europe. 

The chief supporters of the market 
were still Taiwan and Philippine trad- 
ers. However, as stocks were low very 
few transactions were reported. It was 
expected that the volume of paper ex- 
ports to Taiwan would steadily increase 
as Taiwan merchants were taking ad- 
vantage of the new plan recently an- 


‘nounced by the Taiwan _ provincial 


government permitting essential goods 
to be 
payment of duty. This plan enables 
shipments to be brought into the island 
and stored for a period up to one year 
and then re-exported. 

Under the present circumstances, 
market circles generally ,believed that 
local prices will soon rise above the 
new cost prices. Last quotations were: 
Bond Paver .26-lb. $30.50 per ream, 


Cigarette Paver 29 mm., 6000 M, $16.80 


to $20 per bobbin, Cellophane Paper 


British $113 per ream, Manifold Paper 


Swedish $23, per ream, Rollled news- 
print 48 to 55 cents per lb., Woodfree 
Printing 42 lb. $1.20 per lb., "and M. G. 
Cap white $11.30 per lb. 


Rubber 


Trading in Rubber was brisk with 
buying interest shown by Tientsin im- 
porters. Several hundred tons were 
transacted at the beginning at the week, 


ness done was very 


imported for storage without 


the price for No. 3 Smoked Sheets for 
spot delivery being $385, and for for- 
ward $375 ver picul. On Thursday an- 
other 300 tons of smoked sheets changed 
hands at $380 ver picul, and the follow- 
ing day 200 tons more were ‘dealt in 
at the price of $394. 

Quotations in Singapore were con- 
tinuing uoward, with local prices close- 
ly following. The already low stocks | 
in the local market were further 
depleted by the brisk demand from 
North China. No. 1 Smoked Sheets on 
Friday were quoted at $400 per picul, 
No. 2 at $395, No. 3 at $390, and No. 4 
at $380. Sole Crepe from Java was 
quoted at $450 ver picul. 


Gunny Bags 

Not much activity was reported in 
Gunny Bags and the volume of busi- 
limited. Prices, 


however, displayed a further upward 
tendency. A shipment of 3,000 large 
bales was reported to have arrived 


from India, of which only 200 bales 
were for the local market and the re- 
mainder for Tientsin. The quota grant- 
ed by India this year to China totalled 
altogether 16,000 bales, or 6.4 million 
single bags, but as, ie is quantity is not 
sufficient to meet réquirements addi- 


tional purchases have te be made in 


the Hongkong market. The gunny bag 
factory in Kwangtung was reported to 
have started production at the rate of 
several ten thousand gunny sacks per 
month. This should serve to meet part 
of the needs in South China. : 

Offers of December/January forwards 
for Heavy Cees Green (new) were 
made at $2.95 per piece, but there was 
very little response from local buyers. 
Indian Heavy Cees Green (new) were 
last quoted at $3.65, and Nepal Origin 
at $3.55, and for September shipment 
c.if. Tientsin at $3.15. 


HONGKONG BANK, HONGKONG LTD. 


For Trustee 
Business. 
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Description 


THE TRUSTEE COMPANY OF THE HONGKONG & SHANGHA! BANKING CORPORATION 
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Fertilizers 


Prices were tending towards greater 
steadiness after the recent sharp ad- 
vance, estimated to average about 40%, 
especially those of Japanese products. 
Demand from both Amoy and Taiwan 
had fallen off noticeably, and as new 
shipments from both Japan and the 
United States are due to arrive soon, 
a reaction is believed possible in the 
near future. 


China Produce 


Trading tended to show _ slackness 
without wide fluctuation in prices. Buy- 
ers and sellers found it difficult to come 
to terms, with the result that very few 
deals were consummated. For Tung 
Oil (Woodoil) sellers asked for $188 
per picul, while buyers offered only 
$185; for Teaseed Oil the sellers’ rate 
was $163 and the buyers’ $162. Holders 
of Cassia Oil demanded $2,120, and of 
Aniseed Oil $920, both representing an 
excess over the previous ruling rates. 


While demand from the United 
States and India slowed down lately, 
interest in Cassia Lignea came from 
European buyers, one local firm having 
lately received an order for 500 piculs 
in 84-catty packing, the price being $71 
per picul f.o.b. Hongkong. 


The interest of foreign importers in 
Ramie and Hemp was reported to be 


increasing, and prices also tended up- ' 


ward. Szechuan ramie for export was 
quoted by sellers at $162 per vicul, and 
Yuaniang hemp at $172. However, an 


insignficant amount of business was 
done. 


There was not much change in Gall- 
nuts, Aniseed Star and Bean Cake, all of 
which were quiet. Taiwan merchants 
were interested in 1,000 tons of Dairen 
Soya Beans, the price being $20.50 per 
picul for snot and $19.50 for forward 
aelivery, showing a decline of $3.50. 


Kwangtung Silk registered a reces- 
sion of from $70 to $100, Indian buyers 
having contracted for ten bales 20/22 
denier at $2,325 to $2,400 per picul. 
Some Japanese forwards were reported 
in C-grade products at $3,200 per picul, 
delivery to be made in three weeks. 
Shanghai prices were almost level with 
those of Japan, A-grade ex-godown 
price being US$3.90 per lb., B-grade 

353.80, C-grade $3.60, D-grade $3.60, 
and E-grade $3.50. Korean Silk Waste 
has ceased to arrive since the outbreak 
of the Korean hostilities, but one ship- 
ment of 150 piculs was unloaded here 
Jately. The price was $950 ver picul, 
or more than $200 over the rate pre- 
vailing before the hostilities broke out 
three months ago. 


HONGKONG INDUSTRIAL 
CHEMICALS MARKET 


A great deal of flurry was seen in 
this market last week, when a series 
of sharp rises brought the prices of 
many leading products considerably up 
after trading had quieted down for 
some ten days following the recent 
rush buying. So great was the tempo 
of the resumed price advance that it 
was tompared to that witnessed im- 
mediately after the outbreak of the 


-(U.S.) $1.00 per Ib.; Zine Oxide 


Korean conflict. The chief causes were 
reports of the banning of exports of 
certain chemicals by the United States, 
which heavily stimulated local market 
sentiment, and caused the sudden re- 


vival of brisk demand from  outport 
buyers. 


Leading in the price soaring were 


Caustic Soda and Carbon Black, while 


other popular items, such as Zine Oxide, 
Potassium Bichromate, Sodium Bichro- 
mate, Bleaching Powder and Sodium 
Hydrosulphite also saw major gains. 
The stocks of most items were very 


short, thus accelerating the advance in 
prices. 


From the outset there was keen de- 
mand for Caustic Soda, 200 drums USS. 
products in 700-lb. drums being first 
traded in at the price of $122 per drum. 
Mimosa Extract, Elephant Brand, was 
transacted at $2,850 per 1-cwt. bag, 
and Quebracho Extract at. $200 per 
and the price soon firmed up to. $3,000, 
105-lb. bag, with ten tons for delivery 
in the middle of next month at $1.02 
per lb. Cable advices from South 
Africa for Zinc Oxide 99% was raised 
from $1.05 to $1.15 per lb. c.if. Hong- 
kong. Due to active demand from North 
China Carbon Black rose sharply, For- 
tress Brand in 18714-lb. case appreciat- 
ing to $750 ver case, Getz Brand to 
$620, and Witco Brand to $550. Bleach- 
ing Powder likewise improved, with 
Red Heart Brand selling at $58 per 
l-cwt. drum and U.S. products at $19 
per 43-lb. drum. From $2.25, the new 


indent price for Dutch Glycerine also 


rose to $2.50, although this did not im- 
mediately affect the local quotation 
which remained at $2.25. The market 
continued to follow an upward tendency 
and as the week advanced the growing 
shortage of caustic soda and 
black became more evident under the 
incessant buying activities. Bicarbonate 
of Soda, however, showed weakness due 
to the scheduled arrival of a_ large 
shipment early next month. A cargo 
of U.S. Borax, granular, was also slated 
to be unloaded here in the early part 
of next week. Some business was done 
on ICI Hydrosulphite of Soda, which 
fetched $65 per l-cwt. barrel owing to 
shortage of stock. While interest in 
caustic soda grew quieter, demand for 
carbon black was unabated, and by 
Wednesday Getz Brand was selling at 
$670 and Witco brand at $600. The 
latter, auoted only a month ago at 
about $200. was now more than 200% 
higher. The brisk buying activities 


continued to the end of week, with 


prices also rising incessantly. 


The quotations last reported in the 
market for the active items were as 
follows: Caustic Soda, Crescent brand, 
$168 per drum; Carbon Black Getz, 
187144-lb. case $900, Fortress $1,000, 
and Witco, $900; Mimosa Extract, Ele- 
phant Brand, $3.050 per ton; Potassium 
Bichromate (U.S.A.) grain $1.40 per lb. 
and crystals $1.70 ver lb.; Quebracho 
Extract, 105-lb. per bag $195; Sodium 
Bichromate (U.S.) 87 cents per Ilb.; 
Sodium Hydrosulphite (ICI) 50-kilo 
drum $320 per picul; Vaseline ler 
Africa) 99 percent, in l-ewt. bag, $1.68 
per lb. 


carbon . 


Hongkong’s Textile Trade 


in June & July 1950 


HONGKONG IMPORTS OF COTTON 
PIECE GOODS 
June July 
1950 1950 
United Kingdom . 439,452 374,330 
China, North 332,630 1,184,312 
Middle 17,594 
south 253,740 632,550 
Czechoslovakia 36,314 17,931 
9,594 2,000 
20,000 — 
1,047,671 2,088,756 
Switzerland ..... 28,943 786 


Note:—The unit of measurement is piece 


lengths in yards, since no data are 
available on widths to enable mea- 
surement to be made in square yards. 
Widths vary from 54 inches to 27 


inches. 


EXPORTS OF COTTON & RAYON 
PIECE GOODS FROM HONGKONG 


June July 
1950 1950 
Yds. Yds. 
ited Kingdom . 260,968 181,000 
Malaya (British) . 3,195,507 3,624,977 
New Zealand .. — 12,000 
British E. Africa 48,375 32,960 
British W. Africa 40,000 32,800 
British S. Africa 174,162 126,125 
British N. Borneo 171,230 108,330 
British W. Indies 160,280 99,400 
Commonwealth 
a Nations, Oth. .. 135,242 26,354 
China, Middle .. 2,028,152 1,389,208 
South 488,800 23,991 
Denmark ......- 20,000 113,920 
French Indochina — 8,010 
rea, South .... 
~ 328,662 409,582 
Philippines ..... 1,532,723 1,131,893 
Port. E. Africa .. 3,200 1,000 
South America .. — 9,600 
Other Countries . 28,020 46,080 
Rayon piece-goods 1,542,704 2,878,653 
Rayon mixture 
piece-goods 22,782 17,324 


: 
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HONGKONG IMPORTS OF RAYON 
& RAYON MIXTURES 


Trade of Hongkong with Countries in. | East Asia 
for June & July 1950 | | 


June July 
1950 1950 IMPORTS 
Yds. Yds. Value of Imports and Percentage of 
. | total Imports into Hongkong 
United Kingdom . 163,933 198,649 Sources June. 1950 July, 1950 
a 18,500 1,600 % of Total % of Totai 
| $ Trade 
China, South .... 9,270 2,000 
3,695. 2,794 2,978,509 1.12 628,645 4 
Indie and Pakistan: 7. 12,088,035 0,679,205 10.41 
Holland ........ 5,485 2,355 11,211,217 4.22 47,040,984 15.96 
12'834.284 483 11526956 3.91 
| Total South East Asia Region 49,353,959 18.57 103,464,194 35.10 
113,481 124,607 North China (incl. 25,678,018 9.66 43,096,817 14.62. 
weden ........ 560 25,868,061 9.73 29,531,915 10.02 
| 96,530 ol — — 
oe fC 1,336,147 394,071 Total North East Asia Region 59,899,685 22.54 94,211,466 31.96 
Se ee 2,064,217 1,401,420 Total Trade of Hongkong .... 265,761,294 100.00 294,771,022 100.00 
| EXPORTS 
HONGKONG IMPORTS OF COTTON Valico of Exports and Percentage of 
YARN Destinat: Total Exports from Hongkong 
June, 1950 July, 1950 
= 1950 1950 % of Total % of Total 
Yds. $ Trade $ Trade 
United Kingdom . 103,887 = 107,414 Burma 12,027,927 4.57 1,730,211 
China, North 235,696 587,850 Pakistali 10,700,307 4.06 7,779, 
» South 780,592 1,252,482 12,174,243 462 4,822,984 2.00 
$oliend ee 7.374 Total South East Asia Region 89,361,425 33:@2 54,011,646 22.41 
ee ee North China (incl. Manchuria) ..... 39,483,749 14.99 12,785,413 9.04 
U.S. AL 10,994 Total North East Asia Region 80,521,084 30.56 64,545,844 26.78 
Ee 1,975,825 3,211,514 Total Trade of Hongkong .... 263,451,120 100.00 240,968,853 100.00 


Published and edited by ERIC E. HALPERN for and on behalf of The Far Eastern Economic Review 


Ltd., at 322, Queen’s Building, Victoria, -Hongkong.—Telephone: 32429, Cables: Ficom. 


The Far Eastern Economic Review is published weekly, 
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GIBB, LIVINGSTON & COMPANY, LIMITED. 
Established 1836. 
P. & O. Building, Hong Kong. Tel. Add.-‘‘GIBB” 


IMPORTS 
TEXTILES & YARNS OF ALL CLASSES, RAW 
COTTON, RUBBER, COAL, TIMBER, CHEMICALS 
AND DYES, LINSEED OILS, LITHOGRAPHIC 
VARNISHES, FOODSTUFFS AND PRODUCE, ~ 
METALS, SUNDRIES. 


EXPORTS 


CHINA PRODUCE, COTTON PIEQEGOODS, MADE 
UP GARMENTS, RUBBER FOOTWEAR, EGG 
PRODUCTS, HOG CASINGS, ESSENTIAL OILS. 
GINGER, MANUFACTURED GOODS, THA. 


SHIPPING : 
BURNS, PHILP LINE. 


INSURANCE: 
PHOENIX ASSURANCE COMPANY, LIMITED. 
NORTHERN ASSURANCE COMPANY, LIMITED. 
NORTH CHINA INSURANCE COMPANY, LIMITED. 


WINES & SPIRITS: 
TENNENTS BEER. 
SCOTTISH CREAM WHISKY 
BERTRAMS WINES. | 

SUNDRIES: 


BITULAC PAINTS. 


> 


=_ 


BRIT. BORN EO Every Monday 


S$ A 1G O N Byery Wednesday 
MAN. L A Mon., & 


BANG KO K Cuesdays, Fridays 

HAIPHONG 

RANGOON Beery Tuesday 


CH-16 GENERAL AGENTS: BUTTERFIELD & SWIRE. 


Wheelock Marden & Company, Limited 


701 - 707 Edinburgh House, Hong Kong q 
FINANCE 
SHIPPING 
SHIPBUILDING 
SALVAGE 

REAL ESTATE 
MERCHANDISING | 
INSURANCE 
WAREHOUSING a 
SCRAP METALS 


HONG KONG @ LONDON JAPAN @ SHANGHAI 
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TEL. 28015-28016-28017 


“ROYAL INTEROCEAN LINES 


Regular freight- and passenger services : 


ARGENTINA 
AUSTRALIA 
BRAZIL 
CHINA 
EAST- AND SOUTH AFRICA 
HONGKONG 
INDONESIA 
JAPAN 
MALAYA 
MAURITIUS 
_ PHILIPPINES 
URUGUAY 


Agents: +HOLLAND-EAST ASIA LINE 


FAR EAST—EUROPE V.V. 


Cargo-vessels with limited passenger accommodation. 


Transhipment cargo to West Africa. 


HONGKONG : 


| SHANGHAT: 
KING’S BUILDING, 


16247 


|| 183 SZECHUEN ROAD ©. 


Sir William 


Crookes» 
is best known 10 the layman 
for his startling prophecy, in 
* 1898, that exhaustion of the 
Chilean nitrate deposits would 


4 i recognised as one of the 

fathers of spectroscopy—the 
analysis of light into its component wavelengths. This has many important applications, 
especially in industry , where it enables routine tests to be madewith great speed anid accuracy. 
Crookes also discovered thallium, an element resembling lead, and invented the Crookes 
Tube which was the forerunner of the modern X-ray tube. 

A Londoner, Crookes was born in 1832, and educated at Chippeich can Grammar School 
in Wiltshire. He studied at the Royal College of Chemistry and was later employed in 
the meteorological department of the Radcliffe Observatory, Oxford. Returning to London 
in 1856, he started publication of “ The Chemical News ”’, a journal of which he remained 
editor-proprietor for nearly half a century. Heuvas frequently consulted 
by the Government on scientific matters, and at various times served as 
President of the Royal Society, the British Association, and the 
Institution of Electrical Engineers. He was knighted in 1897, and 
was one of the original members of the Order of Merit. 


HARRIMAN REALTY COMPANY, LIMITED. 


REAL ESTATE BROKERS & VALUERS, ESTATE & 
PROPERTY AGENTS 


Expert advice willingly given on all matters connected with 


the sale, purchase, renting, or letting of houses and land. 


MORTGAGES ARRANGED. 


King’s Building, 2nd: Floor, 


Telephone: 31255 Hongkong. 


unless alternative sources of 
nitrogen compounds were dis. 
covered. Amongst scientists he 
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DODWELL & CO.. LTD JARDINE, MATHESON 
Founded 1858 7 CO., LTD 
14/18, PEDDER STREET, 
BARBER LINE HONG KONG. 
FROM U. 8. ATLANTIC & PAOIFIC COAST PORTS 
*mv. “FERNSIDE” .. «. Due Hongkong... ... 93rd Sept. 5 
* ‘“MANDEVILLE” | poe .. 4th Oct. HONG KONG, CHINA, 
mv. “TRAPAIGAR” ... Oct. JAPAN & KOREA 
to Messrs. Thoreseri & Co Ltd. | Importers and Exporters, 
| Tea and General Merchants, 
; BARBER WILHELMSEN LINE In 
TO PACIFIC & ATLANTIC COAST FORTS 
via JAPAN = 
m.v. “TALLEYRAND” .,. .. ... Loading Hongkong 20th Sept. @ 
mv. “TITANIA” 18th Oct. 5 
Accepting cargo on through Bills of Lading for a oe Co., Lid. 
transhipment to South American and West African Ports. australia 3 
; The Hong Kong Fire Insurance Co., Ltd. 
> | ? Hong Kong Airways Limited. 
5 AUSTRALIA WEST PACIFIC LINE ; Jardine Aircraft Maintenance Co., Ltd. 
? FROM AUSTRALIAN PORTS ? 
TO BRISBANE, ADELAIDE GENERAL AGENTS: 
m.v. “OITOS” .. ... Loading Hongkong .. ., 9nd Nov. The Canton Insurance Office Limited. 
British Overseas Airways Corporation. 
? Accepting cargo on through Bills of Lading for ? Sh : & Honck Wharf Co 
? to Fiji and New Zealand Ports. ? anghai ongkew 
STATES STEAMSHIP COMPANY AGENTS: 
5 PAQHFIC SERVICE. The Glen Line Limited. 
2 as. “COLORADO” Vancouver Mth Oct. ‘The Prince Line Limited. 
“OREGON” San Francisco Oct. The Western Canada Steamships Limited. 
To Loading ? The Pacific Transport Lines, Inc. 
as. “C.E.DANT’ Vancouver 19th Oct. Furness Withy & Co. Lid. 
The Union Castle Mail Steamship Co., Ltd 
. “OREGON" Vv 30th Oct. 
| - Atlas Assurance Co., Ltd. 
5 LLOYD TRIESTINO ; Queensland Insurance Co., Ltd. 2 
8.8. ONDA” .... Due Hongkong ... First half Nov. Bankers end Traders Insurance Co., Lid. q 
| Triton Insurance Co., Ltd. ¢ 
CANADA-ASIATIC LINES LTD. Lombard Assurance Co., Ltd. 4 
Economic Insurance Co., Ltd. 
5 All the above subject to Alteration without notice. ‘. | The Employers’ Liability Assurance Corp., Ltd. 3 
BOOKING AGENTS FOB : The Merchants’ Marine Insurance Co., Ltd. 
> CUNARD STEAMSHIP CO., LTD. 
QANADIAN PACIFIC — QANTAS — 
“PAD $ THE JARDINE ENGINEERING 
3rd FLOOR HONGKONG & SHANGHAI BANK BLDG. 5 | 
DES VORUX RD. ‘TRLEPHONE CORPORATION LIMITED. 
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A. P. MOLLER, COPENHAGEN. 


MOLLER: STEAMSHIP CO., NEW YORK 
General Agents U.S.A. 


Fast Fortnigh tly Service to: 

NEW YORK, BOSTON, ~ 
BALTIMORE & PHILADELPHIA 
SAN FRANCISCO, LOS ANGELES & PANAMA 

_ Accepting transhipment cargo for Central and South American 
Ports, also for Caribbean and Gulf Ports. 
NEXT SAILINGS: 

m/s “LAURA MAERSK” ... 2 
m/s “HULDA MAERSK”’... Oct. 17 


Also accepting cargo for egy and Japan. 
of all sizes le for 

Refrigerated Oargo 


ARRIVALS FROM U U. S.A. 
m/s “OLUF MAERSK” _... us eet. 23 
m/s “‘TREIN MAERSK” eee see een Sept. 30 
m/s “PETER MAERSK” eee ese Oct. 14 
For Freight and Further Particulars 
Please apply to :— 


JEBSEN & COQ. 


nite Tels. 26661/3 HH} 


by 


Every facility 

for handling imports a 

and exports in bulk and 
general cargoes 


In addition to serving the World’s greatest consumer market, the 
discharging, storage and Icading facilities of Britain’s premier port, 
ensure speedy and efficient transhipments to all payts of the Worla. 


For information apply to: ~ The General Manager, 
Port of London Authority, London, E.C.3, England. 


ESTABLISHED 184} 


@ MERCHANTS 
@ SHIPPING AND 
@ LLOYDS AGENTS 


4 


COMPANY LTD. 


HEAD OFFICE: 4A DES VOEUX ROAD, CENTRAL, HONG KONG. 


INSURANCE 


CABLES: GILMAN HONG KONG. 
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